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é ’ HE functions and responsibilities of the Auditor General of Canada are outlined 
in Part VII of the Financial Administration Act, R.S., ¢. 116. 


2. In accordance with the requirement of section 70 of the Act, I now report to the 
House of Commons on the results of my examinations for the year ended March 31, 1967. 
Subsection (1) of the section reads: 

The Auditor General shall report annually to the House of Commons the results of 
his examinations and shall call attention to every case in which he has observed that 


(a) any officer or employee has wilfully or negligently omitted to collect or receive 
any money belonging to Canada, 


(6b) any public money was not duly accounted for and paid into the Consolidated 
Revenue Fund, 


(c) any appropriation was exceeded or was applied to a purpose or in a manner not 
authorized by Parliament, 


(d) an expenditure was not authorized or was not properly vouched or certified, 

(e) there has been a deficiency or loss through the fraud, default or mistake of any 
person, or 

(f) a special warrant authorized the payment of any money, 


and to any other case that the Auditor General considers should be brought to the notice 
of the House of Commons. 


3. The Statement of Expenditure and Revenue for the fiscal year ended March 31, 
1967 and the Statement of Assets and Liabilities as at that date, prepared by the Depart- 
ment of Finance for inclusion in the Public Accounts, have been examined and certified 
by me as required by section 69 of the Financial Administration Act, subject to my 
comments in this Report. Copies of these financial statements are appended as Exhibits 
1 and 2. The Summary of Appropriations, Expenditures and Unexpended Balances by 
Departments and the Summary of Revenue by Main Classifications and Departments, 
both as included in the 1967 Public Accounts, have also been examined and certified and 
copies are appended as Exhibits 3 and 4. 


Standing Committee on Public Accounts 


4. During the First Session of the Twenty-seventh Parliament which opened on 
January 18, 1966 and continued until May 8, 1967, the Committee examined my 1964 
and 1965 Reports with the exception of certain matters therein, notably those which 
are the responsibility of the Treasury Board. The Committee held 35 meetings during 
this period and presented 15 reports to the House containing its recommendations on 
the matters examined. 

My 1966 Report was tabled in the House on February 20, 1967, and was referred 
to the Public Accounts Committee on April 5, 1967. Following this referral the Com- 
mittee held three meetings. At its first meeting on April 13 the members gave preliminary 


1 
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consideration to the proposed draft of the legislation respecting the Office of the Auditor | 
General which had been prepared in compliance with the Committee’s request in its 
Third Report 1966-67. The next two meetings on April 20 and 25 were devoted to a 
discussion of my follow-up report to the Committee showing the status of its previous 
recommendations, some of which date back to 1961. The First Session then prorogued 
on May 8, 1967. 

The Second Session of the Twenty-seventh Parliament opened on May 8, 1967 
and on May 19 my 1966 Report was again referred to the Committee. The members 
were named on the same date but the Committee has not met and consequently no 
examination has yet been made of my 1966 Report or the matters still outstanding from 
my 1965 and 1964 Reports. 

As my audit is a post-audit, considerable time elapses between the dates of the 
transactions reported, their consideration by the Committee and action by the depart-_ 
ments and agencies on the Committee’s recommendations. If it were possible for the 
Committee to deal with each Report of the Auditor General promptly, parliamentary 
control of public expenditure would be greatly strengthened. 


Recommendations and Observations by the Standing Committee on 
Public Accounts not yet implemented or dealt with by Executive action 


5. In my Report to the House last year I stated that 49 recommendations resulting 
from reports of the Committee to November 3, 1966 had not been implemented or dealt 
with by Executive action. Since that date the Committee has made 15 additional recom- 
mendations and has withdrawn one dealing with hospital construction grants which 
was included in its Eighth Report 1964-65, while the Executive has dealt with the » 
following eight recommendations: 


Fourth Report 1964-65 
Living allowances to federally-appointed judges | 
Third Report 1966-67 | 
The St. Lawrence Seaway Authority 
Fourth Report 1966-67 | 
Charges for Post Office lock boxes and bag service 
Fifth Report 1966-67 
Customs and Excise laboratory 
Eighth Report 1966-67 
Cost of faulty planning in ferry design 
Tenth Report 1966-67 
Surplus in Defence Production Revolving Fund 
Eleventh Report 1966-67 
Central Mortgage and Housing Corporation— 
Securities held by Mortgage Insurance Fund 


Fourteenth Report 1966-67 
Charitable donations 
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The 55 recommendations and observations stil] awaiting implementation are listed 
in Appendix 1 of this Report. 


| Scope of the Audit 


6. Examinations of the departmental accounts for the year ended March 31, 1967 


_ were made in conformity with section 67 of the Financial Administration Act which 
reads: 


The Auditor General shall examine in such manner as he may deem necessary the 
accounts relating to the Consolidated Revenue Fund and to public property and shall 
ascertain whether in his opinion 


(a) the accounts have been faithfully and properly kept, 


(6) all public money has been fully accounted for, and the rules and procedures applied 


are sufficient to secure an effective check on the assessment, collection and proper 
| allocation of the revenue, 


(c) money has been expended for the purposes for which it was appropriated by 
Parliament, and the expenditures have been made as authorized, and 


(d) essential records are maintained and the rules and procedures applied are sufficient 
to safeguard and control public property. 


Our examinations continued to include a general review of the accounting procedures 

and such tests of the accounting records and other supporting evidence as we considered 
‘necessary in the circumstances. 
The attention of responsible administrative and accounting officers was directed to 
‘transactions which, in the Audit Office view, were not in harmony with annual parlia- 
mentary appropriations or continuing statutory financial directions, or which lacked 
conformity with Executive orders or regulations. 


| Our examinations extended to all departments, Crown corporations and other 
agencies of the Government of Canada, excepting those corporations and other in- 
Strumentalities listed in paragraph 219 whose accounts were subject to examination by 
other auditors. 

During the course of their work, members of the staff of the Audit Office were given 
full access to all vouchers, records and files of the various departments, Crown corpora- 
tions and other agencies. In addition, they were readily provided with all supplementary 
information and explanations required. I should like to express my appreciation for the 
co-operation thus extended by departmental and treasury officers and by the administra- 
tive and accounting officers of Crown corporations and other agencies. 


The Audit Office has continued to follow its practice of addressing detailed reports 
to the executive boards of Crown corporations and other agencies covering the results of 


its examinations. These reports give a broad summary of the results of operations for the 
financial year in comparison with the previous year, and make comments and offer sugges- 
tions regarding weaknesses in internal control and other matters noted during the audit. 
Matters dealt with in these reports that are considered to be of interest to the House of 


Commons are referred to in the relevant sections of this Report. 
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Findings of the Royal Commission on Government Organization 


7. In my 1963 Report I outlined to the House my concept of the responsibility of 
the Auditor General with regard to the findings of this Royal Commission which were 
disclosed in its five volumes of reports published during 1962 and 1963. 

My views on this responsibility were discussed by the Public Accounts Committee 
on June 19 and June 30, 1964 and, upon presenting its Fourth Report to the House on 
July 28, 1964, the Committee stated the following: 


The Auditor General referred to the numerous and widespread findings made public in 
1962 and 1963 by this Royal Commission as a result of its examination into the organization 
and methods of operation of departments and agencies of the Government. He reminded the 
Committee that where administrative action has caused or contributed to waste of public 
money, it is his duty to report such cases as he considers should be brought to the notice of 
the House. He pointed out that while some instances come to his attention directly during 
the course of his audit work, others are indirectly brought to light by action on the part 
of the administration itself in the course of examining its own operations as, for example, 
through the medium of internal auditing. 


By the same token, he considers it to be his duty to study reports prepared by or for 
the managements of departments and agencies, as are by law available to him, directed 
toward the saving of public money by the elimination of wasteful practices and unnecessary 
or uneconomical operations. To the extent such reports correctly indicate where and how 
savings can be made, the Auditor General considers he has a responsibility to Parliament 
to follow through in all such cases and ascertain what action has been or will be taken 
toward achieving such savings, or if no action is to be taken, to inquire why. On the other 
hand, he does not conceive it to be his responsibility to assess the practicability of any — 
specific recommendations made because, in his view, the decision with respect to the extent 
to which, or the ways in which, such recommendations can and will be implemented must - 
always be and is the sole responsibility of management. 


With regard to the findings of the Royal Commission on Government Organization, the 
Auditor General believes it to be of considerable importance that those relating to outdated - 
procedures, uneconomical operations and wasteful practices be effectively dealt with, not! 
only in the interests of improving efficiency but because of the substantial savings of publie | 
funds which could result. It is the opinion of the Committee that not only does this lie within | 
the statutory responsibilities of the Auditor General but that the Auditor General’s concept | 


of his responsibilities in this matter is in accord with the intent and wishes of Parliament. | 


Two years later in my 1965 Report to the House I reported on the results of a test’ 
examination of the Commission’s findings made by the Audit Office during the course 
of its regular work in the summer of 1965. This embraced some 450 findings of specific: 
situations or conditions involving outdated procedures, uneconomical operations and 
wasteful practices, the elimination or remedy of which would not only improve efficiency. 
but could result in substantial savings of public funds. 


Each of these individual findings was checked through to ascertain what action had. 
been or was likely to be taken to achieve such savings. In order to make the inquiry as’ 
broad as possible, 32 departments and agencies were selected whose operations had been 
studied by the Royal Commission between 1960 and 1963 where the conditions giving rise 
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to the 450 criticisms existed. It will be recalled that this check revealed that the conditions 
giving rise to criticism by the Royal Commission in 1962 and 1963 still existed in 73% of 
the cases in 1965. 

At that time I referred to the considerable effort being expended by the Treasury 
Board and departmental staffs in determining how to adapt the specific operations of 
departments and agencies to meet the various recommendations made by the Royal Com- 
mission and to achieve maximum operational efficiency. As recently as October 10, 1967 
the President of the Treasury Board explained this effort in some detail to the House 
including the extent to which improved management training and more modern account- 
ing techniques are being introduced. On October 23, 1967, in answer to a question in the 
House, he stated that 57 additional recommendations had been approved by the Govern- 
ment since my 1966 Report was issued. This leaves 94 of the original 276 recommenda- 
tions to be disposed of. The President of the Treasury Board also stated that the Govern- 
ment has a further list of recommendations under study and intends to discuss some of 
the remaining ones with the Public Accounts Committee. 


In my view the duty of the Auditor General in this matter remains quite clear. He 
must continue to discharge the specific responsibility placed upon him by the Public 
Accounts Committee on July 28, 1964, as quoted above, namely “to follow through in 
all such cases and ascertain what action has been or will be taken toward achieving such 
Savings, or if no action is to be taken, to inquire why”. 


The test-check made by the Audit Office described above is now over two years old. 
The section dealing with it in my 1965 Report has, however, not yet been considered by 
the Public Accounts Committee. 

The question remains as to the extent introduction of the new management, tech- 
niques, employment of fresh accounting expertise and reorganization of many of the 
accounting functions within individual departments over the past several years have 
eliminated or otherwise remedied the undesirable practices found by the Royal Com- 
mission. There is little doubt that the new approach described by the President of the 
Treasury Board should contribute to increasing efficiency and thereby eliminate many 
of the outdated procedures, uneconomical operations and wasteful practices brought to 
light by the Commission in 1962 and 1963. However, our day-to-day experience in the 
Audit Office shows that many of these undesirable practices still continue. Evidence of this 
is to be found in many of the situations dealt with in my Report this year, including a 
number which had previously been referred to in my 1966, 1965 and 1964 Reports. In 
my view most of them could have been remedied before this date by a prompt common- 
sense application of the fundamental principles of sound internal financial control and 
basic accounting principles. 

It should be noted that again this year administrative overhead in departments and 
agencies has continued to rise substantially in terms of staff needs and office costs. It will 
be recalled that when the Royal Commission concluded its work in 1962-63 the cost of 
administrative overhead approximated $1,000 million. The comparable figure presently 
estimated for 1967-68 is $1,594 million, an increase of almost 60% during the past five 
years. Some explanation of this ean be found in Appendix 2 which shows that the number 
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of employees authorized for departments, Crown corporations and other instrumentalities 
at March 31, 1967 had increased by 18,788 over the past year. This brings to 39,373 the 
increase in the number of employees authorized since the Royal Commission published 
its findings. In assessing these figures, consideration must, of course, be given to the new 
Government programs which have been introduced and to the reduced purchasing power 
of the dollar. 


Form and Content of the Estimates 


8. I have repeatedly stressed in my Reports to the House the importance of the 
Estimates being presented to Parliament in the clearest manner possible so that Parlia- 
ment may have a maximum of information in its exercise of controlling public expendi- 
ture. In my view, with expenditure of public funds at the levels existing today, it is of 
the utmost importance that the Estimates be as informative as possible. 


The Public Accounts Committee last reported on this subject in 1964 and two of its 
recommendations which are still awaiting implementation are listed in Appendix 1, item 
6 of this Report. One of these calls for brief notes to be given in the Estimates or Details 
of Services explaining the proposed major increases in establishments. In view of the 
growth already referred to in many of these establishments, the cost of which is one of the 
largest single items of public expenditure today, I believe that such brief explanatory 
notes would materially assist the House in understanding the reasons for the large 
increases in this type of expenditure which have taken place over the past several years. 


The other recommendation was that supporting financial information of Crown 
corporations and other public instrumentalities be included in the Details of Services so 
as to inform the House with respect to the nature of the fiscal requirements of the co 
porations and other agencies requiring financing by parliamentary appropriations. 

After considering the recommendations of the Royal Commission on Governmen 
Organization, the Secretary of the Treasury Board is waiting to submit proposals to th 
Public Accounts Committee designed to present the Estimates of a number of depar 
ments on a program and activity basis with a view to having this replace the present ob 
ject of expenditure basis. Such proposals if approved by the Committee will necessita 
changes in many of the accounting procedures as well as in a number of the resultin 
financial statements because the form of the Estimates determines in large measure ho 
the subsequent accounting for expenditure is reported in the Public Accounts. Both 
the form and the content of the Estimates are important to the Auditor General because 
of his responsibilities to Parliament. 


United Nations and Its Specialized Agencies 


9. For many years the Auditor General of Canada has served as External Auditol 
of the International Civil Aviation Organization, one of the specialized agencies of th 
United Nations. In this role the Auditor General is a member of the United Nations Pan 
of External Auditors and in October 1965 was elected its Chairman. He was re-elected 
this office for a further term on November 30, 1967. 


The Auditor General of Canada has also been the External Auditor of the Interna- 
tional Lead and Zine Study Group, a United Nations agency, since its inception in 1960, 
An additional auditing assignment within the United Nations family was undertaken 
during 1967 when the Assistant Auditor General of Canada was appointed a member of 
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the 1967 External Audit Committee of the International Monetary Fund. 

. 

| 


On November 16, 1967, the General Assembly of the United Nations appointed the 
) Auditor General of Canada as a member of the United Nations Board of Auditors for a 


_ three-year term beginning on July 1, 1968. In this capacity he will function as one of the 
| three External Auditors of the United Nations. 


The Audit Office is privileged to carry out these assignments which are undertaken 
with the approval of the Government. Travelling expenses and in most cases salary costs 
, are recovered from these client organizations, 


| Office of the Auditor General 


| 


| 10. The Public Accounts Committee reviewed the functions and operations of the 
Office at length in 1966. The members expressed their regret that no action had been 
taken by the Executive with respect to three recommendations the Committee had made 
to the House in 1963 and 1964 which were designed to ensure the independence of the 
Office and to improve parliamentary control of public funds. In its Third Report to the 
House on June 28, 1966 the Committee made two further recommendations. None of 
these recommendations have yet been implemented and they appear in Appendix 1 of 
this Report under items 9, 27, 28, 29 and 30. 


| One of these recommendations dating back to 1960 was reiterated by the Commit- 
tee in its Third Report to the House on June 28, 1966: 


It continues to be the opinion of the Committee that it is fundamental that the Office 
of the Auditor General of Canada be strong, capable, efficient and equipped to operate in 
accordance with the high standards of independence and objectivity expected of professional 
accountants. The Committee has been particularly pleased to note in this connection that 
| the Office was recently accorded the right by the Institutes of Chartered Accountants of 
| Quebec (1964) and Ontario (1966) to article students-in-accounts. 


| The Committee believes that, as an officer of Parliament, the Auditor General should 
| have the right to recruit the professional and senior staff he needs, in the same independent 
manner as do other officers of Parliament and that the Auditor General’s establishment be 
set in the same manner as government departments. 


; 


I must advise the House that failure of the Executive to implement this particular 
recommendation continues to render the staffing problems of the Audit Office extremely 
difficult in face of its increasing responsibilities. 

| In commenting on this Committee recommendation to the Chairman of the Public 
Accounts Committee on January 26, 1967, the Minister of Finance pointed mut that the 
new Public Service Commission legislation then under study would permit delegation of 
staffing functions to departments and agencies, including the Auditor General, if the Pub- 
lic Service Commission is satisfied that the office or agency has the necessary competence. 
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He suggested that the views of the Public Accounts Committee be conveyed to the 
Special Joint Committee, then sitting, for its consideration when dealing with the new 
legislation. 

The Public Service Employment Act came into force on March 13, 1967 and makes 
provision under section 6 for the delegation of the Commission’s powers, presumably 
including the staffing and recruitment powers as described by the Minister. Because of the 
pressing nature of the staffing problems of the Audit Office with which the Chairman of 
the Public Service Commission has been familiar for some time, I recently sought such 
delegation. In refusing my request, the Chairman stated that the Public Service Com- 
mission is not prepared to make any total delegation to any department but that it is 
prepared to establish an efficient and co-operative work-sharing arrangement. 

Unless total delegation under the Public Service Employment Act is granted or a 
change accomplishing the same objective is made in the legislation under which it func- 
tions, the Office of the Auditor General will continue to be severely handicapped in its 
efforts to meet the standards set by the Public Accounts Committee. 


Summary of Expenditure and Revenue 


; 11. The Statement of Expenditure and Revenue for the fiscal year ended March 31, 
1967, prepared by the Department of Finance for inclusion in the Publie Accounts and 
certified by the Auditor General as required by section 64 of the Financial Administration 
Act, is reproduced as Exhibit 1 to this Report. The Statement shows a deficit of $422 
million for the year. By comparison, there were deficits of $39 million in the preceding 
| year and $38 million in 1964-65. 

| 

| 


Expenditure 


12. The Summary of Appropriations, Expenditures and Unexpended Balances by 
‘Departments for the fiscal year ended March 31, 1967, as published in the Public 
Accounts, is reproduced as Exhibit 3 to this Report and shows appropriations of $9,015 
million, expenditures of $8,798 million and unexpended balances of $217 million. 


13. Of the $9,015 million of appropriations available for expenditure in the year, 

$3, 507 million was provided by statutory authorities and $5,419 million was granted by 
Appropriation Acts (Nos. 3, 5, 6, 7, 8, 9 and 10 of 1966 and No. 2 of 1967) while $89 
‘million remained available from continuing 1965-66 appropriations. 
Of the $8,798 million of expenditures during the year, $3,507 million (40%) was 
incurred under statutory authorities, with $5,291 million (60%) being spent under the 
authority of appropriations granted for the year and continuing appropriations of the 
previous year. 


Of the $217 million of unexpended balances at the year-end, $162 million lapsed in 
compliance with section 35 of the Financial Administration Act and $55 million pertain- 
ing to the following departments and votes remained available for expenditure in 1967-68 
because of the special wording of the appropriations: 


Department Vote Particulars Amount 

Maternal Al site cic 98h Boas ak. on International food aid program........ $ 6,536,000 
Manpower and Immigration... . . 6 Municipal winter works incentive pro- 

STA» .< cha ha +e arndnts sneer 44,031,000 
Bocrevary of Btate.............. 21 Payments to the Association of Univer- 

| sities and Colleges in Canada........ 1,321,000 
Finance (1965-66 Vote 50)....... Forgiveness of indebtedness on loans 
made by Municipal Development and 

TUNATS ESOS. © cs £0. 0S eae Ok 3,124,000 


$ 55,012,000 
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14. The lapsed balances of $162 million represented 2.9% of the $5,508 million pro- 
vided under Appropriation Acts. This compares with lapsed balances of 3.676 of the 
amounts available in the preceding year and 3.5% in 1964-65. In the following cases the 
lapsed balances represented more than 10% of the appropriations under the Appropria- 


tion Acts: 
Lapsed 


Appropriations Amount % 


Public Service Staff Relations Board.............-.++++55: $ 44,700 $ 15,000 34 
Board of Broadcast Governors......... eee e eee ee ee ee eees 814,000 212,000 26 
TIIGMEEV: . Peis Ck Les Pea eae see Se As Se ate eee 41,834,000 7,136,000 17 
Public Printing and Stationery...........0.-e eee eee eens 4,733,000 713,000 15 
Public Service Commission... ......66 06sec sane ee ene esaes 12,637,000 1,788,000 14 


15. The following summary compares expenditure for the fiscal year 1966-67 with 
the corresponding figures for the two previous years: 


1966-67 1965-66 1964-65 

Aereuliife: O80 js dewetian eels} ates $ 230,657,000 $ 186,264,000 $ 165,724,000 
WEG IOETEY..6 han caw ds cs ob cae e - 60, 228,000 54,450,000 46 , 565,000 
Canadian Broadcasting Corporation..... 115, 243,000 97,459,000 87,969,000 
Drerence POguchiod,, eae bs os Vi wae oes 42,183,000 31,497,000 30,795,000 
Dominion Bureau of Statistics.......... 26 , 635, 000 15,592,000 13,493 ,000 
Energy, Mines and Resources........... 130, 188,000 107,358,000 94,324,000 
External ANGiss:. .\ ws wiitocins seep We ss 230,474,000 152,546,000 131,187,000 
LT, SR ce my hop neat Aig Nee Oe ey 1,836,031 ,000 1,681,039 ,000 1,479,014,000 
pe pai alin re were dilliny 5 <a a nerd sm 41,471,000 34,526,000 25,593 , 000 
Forestry and Rural Development........ 66, 491,000 57,135,000 49,754,000 
Indian Affairs and Northern Develop- 

A eg sen air ee oe ce Goma 197,415,000 156, 434,000 127 , 306,000 
RR eae EAE Ae tad wk a 34,698 , 000 29,301,000 23,789,000 
Manpower and Immigration............ 320,416,000 236 , 478, 000 179,194,000 
National Deiehnes Bios: ean). verigboates 1,640,378,000 1,548, 447,000 1, 537,835,000 
National Health and Welfare........... 1,315, 942,000 1,175, 122,000 1,300,598, 000 
National Research Council, including 

Medical Research Council............ 94,649,000 74,387,000 56, 642,000 
National Revenue..... itis oe eae ns 105, 868 , 000 94,972,000 86,909,000 
it ne oe ae 268 , 494,000 240, 206, 000 210,459,000 
RS Te ERR on Oa seed Sa eea eas 294,373,000 275, 147,000 234,412,000 
pecreuary of State... OT FRG EP. 133 , 847,000 54,178,000 50, 826,000 
Molicitor Generales . ay Myce skeet eeans 162,279,000 138, 834,000 115,477,600 
Trade and Commerce................0. 73,510,000 67,957,000 75,870,000 
NN sos i Mae Neen ee ane 603 , 999,000 532,499,000 470,813,000 
fT 2 Ee a ae es 153,358 , 000 104,417,000 81,799,000 
Unemployment Insurance Commission... 106, 107,000 98 ,038 , 000 94,792,000 
Votewrans Affairs... 0.06. ccc cenees sks, 390,821,000 369, 337,000 351,784,000 
Other departments..................... 121,929,000 121,175,000 95,352,000 


$ 8,797,684,000 $ 7,734,795,000 $ 7,218,275,000 


SUMMARY OF EXPENDITURE AND REVENUE ll 


In the following paragraphs attention is drawn to the significant increases 
or decreases in expenditure charged to individual appropriations or groups of appropria- 
tions which mainly accounted for the increased expenditure shown above for 1966-67. 


16. Agriculture. Expenditure increased by $44 million (24%). This was mainly due 
to an increase of $38 million (46%) in grants, contributions and subsidies by the Produc- 
tion and Marketing Branch, and increased expenditure by: Research Branch, $2.9 mil- 
lion (8.9%); Production and Marketing Branch for administration, operation and main- 
tenance, $2.2 million (14%); Farm Credit Corporation, $1.5 million (150%) ; and Health 

of Animals Branch, $1.1 million (7.5%); offset by a decrease of $3.4 million (12%) in 
Land Rehabilitation, Irrigation and Water Storage Projects. 


| 17. Atomic Energy. The net increase of $5.8 million (11%) comprised an increase 
of $8 million (20%) for the operating expenditure and a decrease of $2.7 million (21%) 
! for the capital research program of Atomic Energy of Canada Limited, and an increase 
| of $461,000 for the operations of the Atomic Energy Control Board. 


18. Canadian Broadcasting Corporation. The increase of $18 million (18%) was due 
‘Mainly to an increase of $14 million (12.6%) in the cost of production and distribution of 
programs, $2.4 million in the cost of radio and television broadcasting services at the 
Canadian Universal and International Exhibition, Montreal, 1967, $2.2 million (2%) in 
Operational supervision and services, and $1.2 million (118.3%) in interest on capital 
indebtedness; offset by an increase of $1.8 million (5.3%) in advertising and other 
revenue. 
| 
| 19. Defence Production. Expenditure increased by $11 million (34%) due mainly 
to an increase of $5.3 million (186%) in payments for certain programs to assist defence 
contractors with plant modernization, and $4.3 million (22%) in departmental adminis- 


tration costs. 


20. Dominion Bureau of Statistics. Expenditure increased by $11 million (71%) 
due to an increase of $7.5 million (819%) in the costs of the 1966 quinquennial census, 
and $3.5 million (24%) in administration and operation costs. 


| 21. Energy, Mines and Resources. Expenditure increased by $23 million (21%). 
Major increases were $15 million (68%) in respect of the Dominion Coal Board, $4.6 
‘million (40%) for marine surveys and research, $2 million (25%) for geological research 
and $1.1 million (8.2%) for research and investigations on water resources. Offsetting 
these increases was a reduction of $2.7 million (38%) in contributions to the provinces to 
assist in the development of roads leading to resources. 


22. External Affairs. The increase of $78 million (51%) was due mainly to increases 
of $73 million (86%) in external aid, $3.7 million (19%) for costs of representation 
abroad, $3.5 million (18%) in contributions to international economic and special aid 
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programs, and $1.3 million (8.8%) in costs of administration and operation. Olfsetting 
these increases was a decrease of $4.3 million due to there being no counterpart in 1966-67 
for the special voluntary contribution to the United Nations in 1965-66. The rise in 
external aid costs included $62 million in the international food aid program, $1.2 million 
‘n contributions to the Indus Basin development fund, and $9.4 million forgiveness of a 
loan to India. for which there was no counterpart in 1965-66. 


23. Finance. Expenditure increased by $155 million (9.2%) due mainly to increases 
of $80 million (7.2%) in public debt charges, $49 million (11%) in subsidies and other 
payments to provinces, $7.8 million (23%) in forgiveness of indebtedness under the 
Municipal Development and Loan Act, 1963, ¢.13, $8.6 million in contributions to the 
Government of Manitoba relating to the Red River flood in 1966, which had no counter- 
part in the previous year, $3.9 million (16%) in respect of the Office of the Comptroller 
of the Treasury, a grant of $2.2 million to the Endowment Fund of the Vanier Institute of 
the Family, which had no counterpart in 1965-66, and $1.3 million (78% ) in interest and 
principal payments on guaranteed loans and alternative payments to provinces under 
the Canada Student Loans Act, 1964-65, ¢.24. 


24. Fisheries. The increase of $6.9 million (20%) was due mainly to increased costs of 
$2.9 million (18%) for operation and maintenance, $2.5 million (28%) in respect of the 
Fisheries Research Board, and $1.3 million (384%) for construction or acquisition of works 
and equipment. 


25. Forestry and Rural Development. Expenditure increased by $9.4 million (16%) 
due mainly to a $4.9 million (87% ) increase in payments in respect of programs for rural 
development under the Agricultural Rehabilitation and Development Act, 1960-61, ¢.30, 


and a $3 million (32%) increase in administration, operation and maintenance costs of 
the Forestry Branch. 


26. Indian Affairs and Northern Development. Expenditure increased by $41 million 
(26% ) of which $23 million was due to increased activities of the Indian Affairs Branch 
where construction costs increased by $11 million (68%) and administration, operation 
and maintenance costs increased by $12 million (19%). National Parks Branch expendi- 
ture increased by $6.6 million (23%) of which $2.8 million (20%) was in the costs of 
operation and maintenance and $3.8 million (26%) in expenditure on construction. 


Northern Administration Branch expenditure increased by $10.2 million (24%) of which — 


$6 million (48%) pertained to expenditure on construction of buildings, works, land and — 
equipment and $3.4 million (18%) to operation and maintenance costs. | 


27. Industry. Expenditure increased by $5.4 million (18%). This was due to increased © 


expenditure of $4.2 million (974%) for costs of advancing technological capability of | 
Canadian manufacturing by supporting selected civil (non-defence) development projects, 
$1.3 million (27%) in administration costs, and $1.2 million to provide incentives for the 


development of employment opportunities in designated areas in Canada, which had no 
counterpart in the previous year. Offsetting these increases was a decrease of $1.3 million 


(5.67 ) in costs of sustaining technological capability in Canadian industry by supporting 
selected defence programs. 
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| 28. Manpower and Immigration. Expenditure increased by $84 million (35%). This 
| was due mainly to increases of $69 million (457%) in payments to provinces to provide 
_ assistance for technical and vocational training programs, $10 million (45%) in adminis- 
_ tration of the National Employment Service, $4.6 million ( 32%) in the operations of the 
| Immigration Branch, $1.7 million for construction or acquisition of buildings, works and 
land in the Immigration Branch, which had no counterpart in 1965-66, and $1.6 million 
(47 Zo) in costs of general administration. There was a reduction of $3.4 million (8%) in 
| payments under the municipal winter works incentive program. 

| 


29. National Defence. Expenditure was $92 million (5.9%) higher than in the pre- 
ceding year. Significant increases were $47 million (3.4%) in the expenditure for the 
defence services offset by a decrease of $13 million (44%) in development costs, $56 
million (333% ) in the amortization of deferred charges pertaining to special contributions 
to the Canadian Forces Superannuation Account, $9.9 million in the Government’s con- 
| tributions to the Canada Pension Plan and the Quebec Pension Plan which became effec- 
tive January 1, 1966, $4.1 million (28%) in mutual aid and $2.6 million (6.27%.),.1n 
defence research costs. There was a decrease of $16 million (27% ) in the Government’s 
contribution to the Canadian Forces Superannuation Account. 


30. National Health and Welfare. Expenditure increased by $141 million (12%) due 
mainly to increases of $78 million (24%) in payments pursuant to the Hospital Insur- 
ance and Diagnostic Services Act, 1957, c.28, $42 million (41%) in payments under the 
| Unemployment Assistance Act, 1956, ¢.26, $6 million (1%) in family and youth allow- 
| ances and family assistance payments, $2.2 million (86%) in payments under the Fitness 
| and Amateur Sport Act, 1960-61, ¢.59, attributable largely to the Pan-American Games, 
and payments of $10 million under the Canada Assistance Plan, 1966-67, ¢c.45, and $4.7 
million under the Health Resources Fund Act, 1966-67, ¢.42, for which there were no 
comparable expenditures in the preceding year. In addition, the costs of administration, 
operation and maintenance increased $2.9 million (9%) for medical services, $1.9 million 
(37%) for welfare services and $1.3 million (26%) for food and drug services. Offsetting 
these increases were reductions of $7.2 million (27%) in old age assistance payments, 
| $1.9 million (39%) in medical services construction costs, and $1.1 million (6.5%) in 


hospital construction grants. 
| 


' 31. National Research Council, including Medical Research Council. The $20 million 
(27%) increase in expenditure was due largely to an increase of $13 million (38%) in 
| scholarships and grants in aid of research, and an increase of $5.6 million (18%) in gen- 


; eral administration costs. 


| 
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32. National Revenue. Of the $11 million (12%) increase in expenditure, $6.2 mil- 
lion (13%) was in the Customs and Excise Division and $4.8 million (10%) in i 
Taxation Division. The increases were due to higher administration costs. 


33. Post Office. Expenditure increased by $28 million (12%) due largely to increased — 
costs of salaries and other operating expenses of $21 million (13%) and increased costs of 
transporting mail by land and air of $6.3 million (8.7%). 


34, Public Works. There was a net increase of $19 million (7%) in expenditure. The 
largest item was an increase of $14 million (77%) for the National Capital Com- 
mission. Maintenance and operation of public buildings and grounds increased by 
$9.1 million (14%). Expenditure in connection with road and bridge construction in- 
creased by $3.2 million (67%) and harbours and rivers construction costs increased by 
$1.7 million (6.2%). General administration expenses increased by $2.4 million (15%). 
Offsetting these increases were reductions of $7.5 million in respect of the ice control struc- 
ture in the Montreal harbour area, for which there was no expenditure in 1966-67, $2.1 
million (2.5%) in connection with Trans-Canada Highway construction, and $1.8 million 
(5.3%) for construction of public buildings. 


35. Secretary of State. Expenditure increased by $80 million (147%) due largely to 
increased grants to universities of $59 million (214%), and increased expenditure of $16 
million (107%) on behalf of the Centennial Commission, comprising $4 million (44%) in 
the payment to the Centennial of Confederation Fund, $8.7 million (227%) for programs 
and projects of national significance and $2.9 million (160%) for general administration 
costs. Expenditure for construction of the National Arts Centre in 1966-67 was $6.4 mil- 
lion which was an increase of $2.8 million (75%) over the preceding year. 


36. Solicitor General. Expenditure increased by $23 million (17%). The largest 
item was an increase of $20 million (25%) for the Royal Canadian Mounted Police of 
which $14 million (21%) was due to increased administration, operation and maintenance 
costs, and $4 million (483%) was due to increases in pensions and other benefits. There 
was an increase of $11 million (39%) for administration, operation and maintenance of 
penitentiaries, which was offset by a reduction of $8 million (28%) in respect of costs for 
their construction and improvement. 


37. Trade and Commerce. Expenditure increased by $5.6 million (8.2%). This was 
due mainly to increases of $3.9 million (85%) for the Canadian Government Participa- 
tion in the 1967 World Exhibition, $3.7 million (58%) for the Canadian Government 
Travel Bureau, $1.4 million (50%) for the Exhibitions Branch, $1.4 million (25%) for 
departmental administration costs, and $1.2 million (16%) for administration, operation — 
and maintenance of the Trade Commissioner Service. Offsetting these increases was a 


reduction of $7 million (19%) in carrying costs of temporary wheat reserves of the 
Canadian Wheat Board. ; 


SUMMARY OF EXPENDITURE AND REVENUE 15 


38. Transport. The expenditure of $604 million represented an increase of $72 mil- 
lion (13%) over the preceding year, This was largely accounted for by increases of: $28 
million—to $116 million—in payments to the railways for the maintenance of freight 

rates at reduced levels; $22 million—to $165 million—in air services, of which $12 mil- 
lion was in respect of administration, operation and maintenance of the various facilities; 
$16 million—to $40 million—in expenditure of the Atlantic Development Board, which 
included increased disbursements of $8.7 million from the Atlantic Development Fund 
and $6.5 million under the new trunk highway program; and $15 million—to $100 mil- 
_lion—in marine services, with $9.4 million relating to construction costs. Other significant 
increases were: $3.5 million—to $4.2 million—in advances to the National Harbours 
Board; $3.5 million—to $27 million—for the construction of coastal ferries, docks and 
terminals; $1.9 million—to $10 million—for The St. Lawrence Seaway Authority in 
reimbursement of the Welland Canal deficit; $1.4 million—to $1.5 million—in respect of 
| the deficit of the Jacques Cartier Bridge, Montreal; and $1.4 million—to $11 million— 
| in steamship subventions for coastal services. Offsetting these increases were reductions 
of: $9 million—from $33 million—in the deficit of the Canadian National Railways; $8 
million—from $10 million—in railway construction subsidies; $4.7 million—from $41 
-million—in capital subsidies for the construction of commercial and fishing vessels; $2.8 
million—from $3.9 million—to the National Harbours Board for outlays relating to the 
Canadian Universal and International Exhibition, Montreal, 1967; and $1.9 million— 
from $7 million—in payments to the railways for the annual cost of maintaining trackage 
| between specified points in Ontario. 


| 39. Treasury Board. There was an increase of $49 million (47%) due largely to: an 
Ancrease of $30 million (117%) in the amortization of deferred charges pertaining to 
‘special contributions to the Public Service Superannuation Account; an increase of $13 
Million (304%) in the Government’s contribution to the Canada and Quebec Pension 
Plans; and an increase of $3.9 million (34%) for the Government’s share of surgical and 
‘medical insurance premiums. 

| 
40. Unemployment Insurance. Expenditure increased by $8.1 million (8.2%) due to 
an increase of $5 million ( 15%) in administration costs, and $3.1 million (4.7%) in the 
Government’s statutory contribution to the Unemployment Insurance Fund. 


41. Veterans Affairs. The expenditure of $391 million was $21 million (5.8%) higher 
than in the preceding year. The significant increases were $10 million (5.6%) in pensions 
for disability and death, $3.9 million (3.7%) in war veterans allowances and assistance, 
$3.5 million (7.2%) in operation and maintenance of treatment services, and $1.3 million 
(74%) for costs in respect of hospital construction. 


42. Other departments. Although the expenditure of $121,929,000 represented an 
increase of less than 1% over the preceding year, significant changes occurred in several 
departments. There was an increase of $2 million (34%) in general administration costs 


| 
| 
| 
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of the House of Commons. Expenditure by the Public Service Commission increased by 
$2.9 million (36%) to $11 million. The expenditure by the Privy Council increased by 
$1.8 million (30%) due to higher general administration costs. Expenditure by the 
National Film Board increased by $1.1 million (16%) to $8 million. There was a decrease 
of $12 million in expenditure of the Office of the Chief Electoral Officer, the 1965-66. 
expenditure having included this amount for the costs of the 1965 general election. | 


43. Royal Commissions under Part I of the I nquiries Act. Expenditure during 1966- 
67 and the cumulative expenditure of the existing Royal Commissions from the respective 


dates of establishment to March 31, 1967 are: 


Number of 
Date of employees at Expenditure Cumulative 
establishment March 31, 1967 during year expenditure 
Royal Commission on: 
Health Sérvicetic os xs e205 June 20, 1961 16 $ 96,000 $ 1,467,000 
LAT ESS Re eee eee Sept. 25, 1962 aa 765 , 000 3,420,000 
Pane Ch ce eee es Gee Nov. 1, 1962 Te 206 , 000 808 , 000 
Bilingualism and Bicul- 
toeslion foo seh ew ake, oS 79 1,601,000 5,917,000 
Air Canada aircraft over- 
haul base at Winnipeg.. June 11, 1964 27 , 000 55,000 
Marketing problems of the 
freshwater fish industry 
in certain provinces and 
the Northwest Territor- 
SG. ge She ote attic gee te July 9, 1965 12,000 40,000 
Post Office Department 
employees’ grievances... Sept. 1, 1965 29,000 79,000 
Honourable Mr. Justice 
Leo A. Landreville..... Jan. 19, 1966 34,000 56 , 000 
George Victor Spencer.... Mar. 7, 1966 13,000 13,000 | 
Gerda Munsinger......... Mar. 14, 1966 55 , 000 55 , 000 i 
Farm Machinery......... May 26, 1966 2 80, 000 80 , 000 : 
Security Procedures...... Nov. 16, 1966 4 30,000 30,000 
The Status of Women.... Feb. 16, 1967 9,000 9,000 
Preparatory committee on 
collective bargaining in the 
public service............ July 25, 1963 49 ,000 207 ,000 
145 $ 3,006,000 $ 12,236,000 


The Royal Commission on Health Services has provided administrative services for a! 


number of other Commissions thereby eliminating the need for administrative staff for 


these Commissions. | 


Revenue | 


44. The Summary of Revenue by Main Classifications and Departments for the fiscal 
year ended March 31, 1967, prepared by the Department of Finance for inclusion in the 
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ublie Accounts and certified by the Auditor General, is reproduced as Exhibit 4 to this 


port. The Summary shows tax revenues accounting for $7,440 million of the total 
evenue of $8,376 million. 


45. The following table summarizes the revenue, by principal sources, for the past 
shree years: 


1966-67 1965-66 1964-65 
Tax revenues— 

| fermonal income fax:..1'.......0 00: $ 2,473,820,000 §$ 2, 142,456,000 $ 2,103,282,000 
Corporation income tax.............. 1,593 , 225,000 1,606, 620,000 1,523 ,815,000 

| Income tax on dividends, interest, etc., 
) ON oe a. a | 203 , 621,000 170,019,000 143,718,000 
NEE a aS ee eee ee 1,513,566,000 1,395, 129,000 1, 204,610,000 
Excise taxes (other than sales tax)... .. 315,581,000 296,178,000 269 , 082,000 
| ipaeiomis nue 6, ete er fe 777 , 586 , 000 685,519,000 622,102,000 
pee tees e. cen bb. LOLS), 460 , 980 , 000 445,886,000 411,402,000 
Eo Es RN) a AS 2S es Ae ee eT) 101,106,000 108 , 352,000 88 , 625, 000 
ihertax revenues si). ol). fold. oa: 170,000 161,000 140 ,000 
? , 439 , 6565 ,000 6, 850,320,000 6, 866,776,000 


| Return on investments............... 519,140,000 438 , 254,000 422,694,000 
ben posal reyenne.................. 253 , 343 ,000 237 , 482,000 230, 436,000 

Other non-tax revenues............... 164,044,000 169,764,000 160, 404,000 

936 , 527 , 000 845 ,500, 000 §15,534,000 


$ 8,376,182,000 $ 7,695,820,000 $ 7,180,310,000 


46. The increase of $331 million in personal income tax was due principally to the 
igher levels of personal incomes during the year. The decrease of $13 million in cor- 
oration income tax is attributable in part to the absence from 1966-67 receipts of 
mounts similar to those collected in 1965-66 in respect of the advancement of the pay- 
1ent dates of corporation income tax which had been started in 1963. Sales tax revenue 


‘creased $118 million due in part to a change in the rate from 11% to 12% effective 
anuary 1, 1967. The increase of $92 million in customs duties was due to the greater 
dlume and value of imports during 1966-67. 


| 


| 
} 
} 


47. The amounts shown for income taxes and sales tax do not include collections 
taxes levied under the Old Age Security Act, R.S., c. 200. These collections, which 
nounted to $1,286 million in the year, as compared with $1,169 million in 1965-66, 
ere credited to the Old Age Security Fund. The increase was due in part to an increase 
| the maximum amount payable by an individual on account of the 4% tax on personal 


come under the Old Age Security Act being raised from $120 to $240 per year effective 
snuary 1, 1967. A summary of the transactions relating to this Fund during the year, 
“comparison with the corresponding amounts for the two previous years, is given in 


wagraph 187 of this Report. 


| 
| 
| 
| 
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48. Excise taxes. The following is a summary of excise taxes, other than sales t 
collected during the year ended March 31, 1967, with comparable amounts for the tw 


previous years: 


0 Oe ee a er 
Manufactured tobacco.......-..+60 555 ee eres 
Phonographs, radios and tubes.........+.+---> 
Toilet articles and preparations...........+.++: 
Television sets and tubes........-----+++e++00> 
Jewellery, clocks, watches, chinaware, etc....... 


CREAEE. cys Cota ahh es Caper ds eee p ceria eam ae 
Rea yt eaten eo ote oe Se ee ae 
Refunds and drawbacks... 06.65. ee tee 


49. Excise duties. A listing of excise duties collected during the year ended March 3 
1967, in comparison with corresponding amounts for the two previous years, is giv 
in the following table: 


RPIRGP OCU oo hlss ee A ak bo aed free A eatin 
Ree IG Ae Cais vee vce wane ers SEM ey pee otc 


VEER. Eo A ec & TY Ok OU 5 iG es ped ee 
Refunds and drawbacks 


oe 5 ee. ee SAM el ew Oe ore Sel 9. wt ‘ar ig 


50. Return on investments. The following is a listing of the revenue from the various 
investments in 1966-67, along with the comparable figures for the two previous years: 


PRUNES F(A VOTER SD nO atk 5 a 4 data «the See 
Central Mortgage and Housing Corporation... . 
Exchange Fund Account. 2:4) os Guitdecis. as. 
Ferm Wredis Gorporation. 46 sss eee ci es 
Loans to national governments............ 
Deposits with chartered banks 
Canadian National Railways... 
The St. Lawrence Seaway Rathore 
Veterans’ Land Act loans.. Rig tines 
Special United States of ingen! haipiiieces 
Colombia River Tromty oo cs. 5. Wt oon sue dnt 
Export Credits Insurance Corporation.......... 
Municipal Development and Loan Act......... 
Polymer Corporation Limited 
National Capital Commission................. 
Securities Investment Account 


Canadian Corporation for the 1967 World 
Exhibition 


1966-67 


$ 231,550,000 
16,324,000 
14,579,000 
15,476,000 
16,608, 000 

8,874,000 
4,751,000 
3,561,000 
4,343,000 
—485 ,000 


$ 315,581,000 


1965-66 
$ 217,876,000 
16,393,000 
14,729,000 
14,114,000 
12, 232,000 
7,935,000 
4,402,000 
3,811,000 
5,034,000 
—348 ,000 


$ 296,178,000 


1966-67 


$ 188,818,000 
158,157,000 
113,254,000 

7,647,000 
—6, 896,000 


$ 460,980,000 


1966-67 


$ 150,585,000 
129, 673 ,000 
60, 638 , 000 
29,080 ,000 
25,693 ,000 
24, 209,000 
16,446,000 
13,754,000 
10,589,000 


3,552,000 
3,142,000 


1965-66 


$ 179,054,000 
156,942,000 
107,917,000 

8,047,000 
—6,074,000 


$ 445,886,000 


1965-66 
$ 143,106,000 
107 , 843,000 
62,833,000 
21,012,000 
6,451,000 
21,703,000 
11,991,000 
9,400 , 000 
9,075,000 


9,212,000 
6, 782,000 

670,000 
4,500,000 
3, 254,000 
1,330,000 


194,000 
2,238,000 


1964-65 


$ 197,495,000 
17,149,000 
13,082,000 
12,791,000 
10,440,000 

6, 864, 000 
4,092,000 
3,700,000 
3,816,000 
—347 ,000 


$ 269,082,000 


1964-65 


$ 168,797,000 
134,716,000 
105,386 , 000 

8, 403 , 000 
—5, 900 , 000 


$ 411,402,000 


1964-65 


$ 128,238,000 
93 , 349 , 000 

63 , 552,000 
13,934,000 
6,383 ,000 
19,639,000 
11,601,000 

43 ,065 , 000 

8, 308 , 000 


1,150,000 
3,047 , 000 
4,000 , 000 
2,858 , 000 
6, 504,000 


2,105.000 


he 
¥ 
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1966-67 1965-66 1964-65 

Canadian Overseas Telecommunication Cor- 

OUT MIT EE fie hy 5160S odessa). $2,555,000 2,686,000 $2,706,000 
Defence Production Revolving Fund.......... 2,543,000 — — 
Canadian Broadcasting Corporation........... 2, 203,000 1,009,000 374,000 
National Harbours Pm edie Jo ce icin) 1,677,000 4,097,000 3,367,000 
Kldorado Mining and Refining Limited......... 1,000,000 1,500,000 1,500,000 
Other loans and investments...............__. 8,253,000 7,368,000 7,014,000 


$ 519,140,000 $ 438,254,000 ¢ 422,694,000 


| The amounts shown for revenue from investment in the Bank of Canada represent 


annual profits earned by the Bank and paid to the Receiver General as required by section 
28 of the Bank of Canada Act, RS., ¢.13. 


| Revenue from Central Mortgage and Housing Corporation for 1966-67 comprised 
$127,008,000 ($102,590,000 in 1965-66) interest on advances under section 22 of the 
Central Mortgage and Housing Corporation Act, R.S., ¢.46, and $2,665,000 ($5,253,000 
in 1965-66) profit for the year ended December 31, 1966 which was transferred to the 
Receiver General as required by section 30 of the Act. 

| The amount shown for revenue from the Exchange Fund Account includes 
sarnings of $58,336,000 on investments of the Account, paid into the Consolidated 
Revenue Fund in accordance with the requirement of section 24 of the Currency, Mint 
and Exchange Fund Act, R.S., ¢.315. The remainder, $2,302,000, represents the profit 
‘or the calendar years 1964, 1965 and 1966 from trading operations in foreign exchange, 
zold and securities, and from the net valuation adjustments on unmatched purchases or 
sales during each year, paid over to the Consolidated Revenue Fund under authority of 
Department of Finance Vote 23a, Appropriation Act No. 9, 1966, 1966-67, c.56. 

| Revenue from loans to national governments, $25,693,000, includes $18,154,000 for 
vurrent interest paid by the United Kingdom. In 1965-66 and in 1964-65 the interest was 
leferred in accordance with the 1957 amendment (1957, c.37) to The United Kingdom 
Financial Agreement Act, 1946, 1946, c.12. 

Interest at the weekly average accepted treasury bill tender rate for the three 
nonths treasury bills, less 10%, is earned on deposits with chartered banks in excess of 
in aggregate of $100 million. 
| Revenue from The St. Lawrence Seaway Authority includes $13,750,000 received 
m account of interest deferred in the years 1963 and 1964 and $4,000 received on account 
if current interest. 

Revenue of $7,930,000 from special United States of America securities represents 
terest for the year ended November 1, 1966 at 44% to 44% on holdings of $187.2 
ullion in medium-term non-marketable securities. 

The increase to $5,933,000 in revenue under the Municipal Development and Loan 
.ct, 1963, ¢.13, results from the substantial increase during the year in advances to 
qunicipal and provincial authorities pursuant to that Act. 
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The increase of $2,319,000 in earnings of the Securities Investment Account was due 
to a larger government investment in securities held for this Account throughout the year, 

Revenue of $3,552,000 from the Canadian Corporation for the 1967 World Exhibition 
represents interest received on notes issued by the Corporation under section 12 of the 
Canadian Corporation for the 1967 World Exhibition Act, 1962-63, ¢.12. 

The amount of $2,543,000 received from the Defence Production Revolving Fund 
represents a portion of the surplus that had accumulated in the Revolving Fund over a 
period of years. 

The increase of $1,194,000 from the Canadian Broadcasting Corporation was due 
to increased interest-bearing loans to the Corporation during the year to finance capital 
requirements. 

Revenue from the National Harbours Board dropped by $2,420,000 due largely to 
non-payment of interest on the Montreal Harbour debentures. 


51. Net postal revenue. The following table shows the gross postal revenue, dis- 
bursements therefrom and the resulting net postal revenue for the past three years: 


1966-67 1965-66 1964-65 
(Fross postal TEVONNG... Gee oie ss or onks ar~ ate $ 295,443,000 $ 275,994,000 $ 263,704,000 
Disbursements— 
Remuneration of postmasters and staffs at 
certain classes of smaller post offices....... 36, 655, 000 33,593 ,000 28,828,000 
REDO oak 5 eee a sitin tak kha kg Vines shoe A ae 5,445,000 4,919,000 4,440,000 
42,100,000 88,512,000 83, 268,000 
Net postal tewenues 4... ges sew cca. cee bn ece $ 253,343,000 $ 237,482,000 $ 230,436,000 


‘ 
The amounts shown for “Other” disbursements mainly comprise charges on parcels 
mailed in Canada for delivery in foreign countries and transit charges on Canadian 
mail forwarded through foreign countries, together with compensation paid to messengers 
for special delivery of letters and parcels. 7 


§2. Other non-tax revenues. An analysis of the amount shown in the table im: 
paragraph 45 of this Report for “Other non-tax revenues” for 1966-67, with comparable 
figures for the two previous years, is given in the following table: 


1966-67 1965-66 1964-65 

Services and service fees......................8 65,268,000 63,148,000 $ 60,924,000 

EPEMUeeue IPG MUON. ul. ay stac te ek es 21,502,000 22,935,000 24, 250,000 

Privileges, licences and permits............... 39,744,000 38 , 966,000 30,825,000 
Refunds of previous years’ expenditure......... 17,197,000 18,919,000 20,546,000 | 
BoHIONL BTML. CONROE od atone eg ds Sodan ene pawn 5,430,000 11,217,000 12,299,000 
Misecliainoal/ .eAb. aon. ads. mh 14,903,000 14,579,000 11,560,000 | 
$ 164,044,000 $ 169,764,000 $ 160,404,000 | 
| 
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Comments on Expenditure and Revenue Transactions 


53. Reference has already been made to the statutory responsibility of the Auditor 
General, under section 70 of the Financial Administration Act, to call attention to specific 
classes of transactions observed during his examinations and to any other case that he 
considers should be brought to the notice of the House of Commons. 

Pursuant to this direction, the following matters relating to the expenditure and 
revenue transactions examined during the year are brought to the attention of the House 
! 


in this Report. Several matters of a similar nature relative to Crown corporations are also 
included. 

; 
| 54. Revised vote pattern. In its Third Report 1963 the Public Accounts Committee 
recommended: 


| 
| 


Adoption of the revised vote pattern proposed by the Treasury Board for introduction into 
the Main Estimates 1964-65 subject to certain improvements suggested by the Auditor 
General to the Committee. 


The vote pattern actually adopted for the 1964-65 Estimates differed in certain 
instances from the pattern which had been considered by the Public Accounts Commit- 
bee. Details of the more important variations were given in our 1965 Report and para- 
graph 49 of our 1966 Report, together with examples of transfers of funds between 
services which would not have been possible under the previous vote pattern. There are 
similar variations in the 1966-67 Estimates. 
_ The vote pattern considered by the Public Accounts Committee in 1963 included 
separate votes for Construction and for Operation and Maintenance for each of the three 
Services of the Department of National Defence. In the 1964-65 Estimates there was only 
me vote for each Service which provided for both Construction, and Operation and Main- 
enance, and in the 1965-66 Estimates the requirements for the three Services were amal- 
samated into a single Defence Services vote for both Construction, and Operation and 
Maintenance, subject to the Treasury Board proviso that no assurance could be given that 
‘the single vote will be continued beyond 1965-66 in view of the current plans for imple- 
enting a system of program budgeting for all departments”. These amalgamations, as 
dointed out in our Reports for the past two years, have permitted transfers by the 
Creasury Board of substantial amounts between the allotments within the votes con- 
erned for the purpose of utilizing available funds in these allotments. 


A further amalgamation took place in 1966-67 when the Defence Services vote was 
nlarged to take in the former votes for Inspection Services, Vote 5, and for Develop- 
aent, Vote 40. A result of this further amalgamation was that in addition to a transfer 
£ $62.098,000 from the Construction allotment to the Operation and Maintenance allot- 
nent, there was a transfer of $7,493,000 from the Development allotment to the Opera- 
ion and Maintenance allotment. 
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The Public Accounts Committee stated in its Thirteenth Report 1966-67 that it had 
not yet completed its examination of paragraphs 9 and 51 of our 1965 Report dealing 
with the revised vote pattern. 


55. Contingencies vote. Up to and including the fiscal year 1963-64, the Department 
of Finance annually had Vote 70 for the supplementing of salaries, wages and other 
paylist charges and Vote 50 for miscellaneous minor or unforeseen expenses. The revised 
vote pattern studied by the Public Accounts Committee in 1963, and referred to in the 
previous paragraph, amalgamated these items for the first time and the text used in the 
1964-65 Main Estimates for Department of Finance Vote 15 was: 


Contingencies—Subject to the approval of the Treasury Board, (a) to supplement the 
paylist provisions of other votes; (b) for miscellaneous minor or unforeseen expenses; and 
(c) for awards under the Public Servants Inventions Act; including authority to re-use any 
sums repaid to this appropriation from other appropriations. 


The text of Vote 15 remained the same in the 1965-66 Main Estimates but was 
changed in the 1966-67 Main Estimates to: 

Contingencies—To supplement other votes and to provide for miscellaneous minor and 

unforeseen expenses not otherwise provided for including awards under the Public Servants 


Inventions Act, subject to the approval of the Treasury Board, and authority to re-use any 
sums repaid to this appropriation from other appropriations. 


In the 1967-68 Main Estimates tabled on May 9, 1967 the vote appears under the 
departmental heading of the Treasury Board as Vote 5 reading as follows: 

Contingencies—Subject to the approval of the Treasury Board, to supplement other 

votes for paylist and other requirements and to provide for miscellaneous minor and un- 

foreseen expenses not otherwise provided for including awards under the Public Servants 


Inventions Act, and authority to re-use any sums allotted for non-paylist requirements and 
repaid to this appropriation from other appropriations. 


The purpose of the Contingencies vote is to cover miscellaneous minor and unforeseen 
expenses and to supplement other votes. One of the principal reasons why other votes need 
supplementing is unexpected salary requirements resulting from general salary increases 
or the filling of vacancies in the establishment faster than anticipated. By having such @ 
vote available the Treasury Board is able to instruct departments to provide in their 
estimates only for known requirements and not to include any cushion against unexpected 
obligations. 


Under normal conditions the amount required is not large, but in the past three years 
the annual provision has been substantial: 


fe Pe er Oa et Ee Pee Ee ee ee eer, ho $ 46 million 
a eee Ee a eee ee er ee hee 71 million 
1966-67 


TAS ean ae. Yh Ca 110 million 
This has been due mainly to the large-scale salary increases throughout the government 


service over the past few years. : 
: 


| 
| 
| 
| 
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| Members of the Public Accounts Committee have indicated concern that such large 
‘sums are placed in the hands of the Executive for the supplementing of the appropria- 
tions of the various departments and after considering the matter at its meeting on 
November 23, 1966 the Committee included the following in its Thirteenth Report 
(1966-67 presented to the House on March 1, 1967 (see Appendix 1, item 54): 


that there be no change in the Treasury Board’s procedure whereby it is the agency which 

determines the Government’s overall cash requirements in stated areas, e.g., salary increases. 

However, once this determination is completed and the individual departmental needs 
| established, the Committee believes that the additional amount required by each depart- 
| ment should be made the subject of a supplementary estimate prepared by the department 
concerned for submission to Parliament for its consideration and appropriation in the usual 
manner. 


| 56. Supplementing parliamentary appropriations. In paragraph 142 of our 1966 
Report we drew attention to the weakening of parliamentary control over expenditure 
when appropriations containing provisions for the spending of revenue received during 
the year may be supplemented, without parliamentary authority, when the revenue 
received is in excess of the revenue estimated. We cited the case of the Department of 
Veterans Affairs appropriation for Treatment Services—Operation of Hospitals and 
Administration, where for six years from 1960-61 to 1965-66 revenue had exceeded 
estimated revenue and where in five of these years a portion of the excess revenue was 
used to supplement the sums voted by Parliament. We recommended that use of revenue 
be limited to the amount of estimated revenue set forth in the appropriation. 

_ No change was made in 1966-67 and the wording of Department of Veterans Affairs 
Vote 30 remains the same in the 1967-68 Main Estimates. 

| Another example is now cited, this time from the Department of National Defence 
appropriations. The wording of these appropriations provided authority to spend revenue 
received during the year from: 


(1) sale to military personnel of clothing and kit items; 


(2) assistance rendered to the United Nations, any party of the North Atlantic Treaty 
Organization, or any provincial or municipal government; 

(3) charges made pursuant to regulations under the National Defence Act for the provision 
of (a) accommodation and food to members of the Canadian Forces, (6b) food to messes 
and institutes of the Canadian Forces, and (c) medical and dental care to dependents 
of members of the Canadian Forces. 

_ The estimated amount of this revenue together with the estimated amount recover- 

able from repayment for material supplied or services rendered, for which the appropria- 

tion was not intended to provide, was shown in the supporting details of the Estimates 
for Defence Services as $60,344,999, the amount appropriated being the net of the 
estimated expenditure and the estimated revenue. Revenue credited to the vote during 
the year and completely expended amounted to $61,654,014 or $1,309,015 in excess of the 
*stimate. The departmental appropriation was therefore supplemented by this amount. 
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We reiterate our view that to restore parliamentary control over expenditure in 
these cases, three figures—estimated gross expenditure, estimated revenue and net amount 
appropriated—should appear in the appropriation itself and the amount of revenue used 
to supplement the net amount appropriated should be limited to the amount of estimated 


revenue shown in the appropriation. 


57. Departmental operating accounts. The Royal Commission on Government 
Organization recommended a wider use of revolving funds and working capital advances 
and in April 1966, following a study of the use of revolving funds in the government 
service, the Treasury Board issued a Management Improvement Policy circular entitled 
“Working Capital Advances”. This circular encourages a considerably broader use of 
revolving funds than that contemplated by the existing legislation. For instance, section 
11 of the circular states, in part, that “when requesting the establishment of, or an 
amendment to, a working capital advance, it may be desirable, considering the nature of 
the advance and in the interests of flexibility of operations, for departments to request 
authorization in respect to that advance, that (a) surpluses or portions thereof, be carriec 
over to subsequent years; ...and (d) capital equipment, used in an operation controllec 
by an advance, be financed from the resources of the advance so that the cost of the equip: 
ment is recovered over its useful life through charges made for services rendered or goods 
supplied.” 

The acquisition of capital assets through an operating account completely remove; 
the expenditure on such capital assets from parliamentary control. Three examples 0 
this—the Queen’s Printer’s Advance Account, the National Film Board Operatiny 
Account and the working capital account of the Central Data Processing Service Bureau— 
are referred to in paragraph 202 of this Report. These organizations are established ti 
service all government departments and agencies which, in a sense, are captive customers 
having little choice but to do business with them and having little or no control over th 
prices charged by them. | 

As explained further in paragraph 202 of this Report, these organizations are no 
dependent on appropriations of Parliament for the acquisition of capital equipment an 
are limited only by the dollar ceiling placed on the operating account by the govern 
legislation. , | 

The objective of recovering the cost of equipment over its useful life through charge 
for services rendered or goods supplied is a most desirable one. However, to achieve th) 
by financing the cost of the equipment from operating accounts is, in our opinion, £ 
desirable from the important standpoint of parliamentary control. The objective coul 
be attained without affecting parliamentary control if adequate memoranda accoull 
were set up, proper financial statements were produced and the estimates prepared in suc 
a way that departments being serviced continue to be provided with sufficient funds + 
pay the total costs of the services, with the servicing organizations being required 1 


contribute to the budget the equivalent of normal depreciation on the capital asse 
employed. | 


! 
: 
: 
' 
' 
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| 58. Loss due to non-completion of contract. Under a hog price support program 
undertaken in 1958 and ended in January 1960, when a deficiency payment method of 
subsidization was adopted, the Agricultural Stabilization Board acquired 114.2 million 
pounds of canned pork luncheon meat and 8.3 million pounds of canned hams at a cost 
of $74 million. By October 1960 the Board had disposed of all but 36.6 million pounds 
of the canned products which had been purchased at a cost of $22.8 million. As of that 
date, a company dealing in food products contracted to purchase, for export only, the 
entire stock for $6,983,000. The purchaser agreed to take delivery and to pay the Board 
in full for the canned hams by January 15, 1961 and for the canned pork luncheon meat 
by June 30, 1961. 


The company failed to comply with the terms of the contract, taking delivery of only 
2.7 million pounds of canned hams and 21.6 million pounds of canned pork luncheon 
meat for which it paid $4,404,000. The Board was thus left with 12.3 million pounds of 
she canned products which it disposed of by selling 7.6 million pounds to the Department 
xf External Affairs for emergency relief abroad and 3.5 million pounds on the 
narket, while the remaining 1.2 million pounds were destroyed because the meat had 
yecome unfit for human or animal consumption. The proceeds from these transactions 
otalled $2,036,000 but the Board incurred additional costs totalling $536,000 for storage, 
reight, ete. 
| 


_ Had the company taken delivery of, and paid for the products in accordance with 
he terms of the contract the Board would have received an additional $2,579,000 from 
he company. Therefore its net loss due to failure of the contractor to complete the con- 
ract was $1,079,000, 


_ The action, if any, to be taken against the contractor in respect of this loss is 
resently under consideration by the Department of Justice. 


59. Prairie Farm Emergency Fund. This Fund is operated as a special account 
ithin the Consolidated Revenue Fund to record transactions under the Prairie Farm 
sistance Act, R.S., ¢.213. Under the Act a levy of 1% is imposed on the price of grain 
urchased by licensees under the Canada Grain Act, R.S., ¢.25, and the moneys collected 
*e credited to the account. Awards are made to eligible farmers in areas affected by crop 
ilure in the provinces of Manitoba, Saskatchewan and Alberta and the Peace River 
istrict of British Columbia. During the year collections amounted to $10,994,000 and 
vards to $3,437,000, resulting in a surplus of $7,557,000 compared with a surplus of 
3,295,000 in 1966 and a deficit of $367,000 in 1965. Since the inception of the Fund in 
139 awards have exceeded collections by $182,000,000 and a total of $193,000,000 has 
‘en charged to departmental expenditure. 


| In our 1966 and previous Reports we referred to the existence of several unsatis- 
ctory conditions in the administration of the Act concerning which a number of recom- 
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mendations had been made. These were discussed by the Public Accounts Committee in 
1966 and are as follows: ' 

(1) the Board of Review, 
for awards and other relevant matters, 
its policy and reasons for its decisions; 

(2) the permanent staff of the Prairie Farm Assistance Administration be placed under > 
the Public Service Commission ; 

(3) eligibility for awards of all marginal land on which crop failures continuously occur > 
from year to year be eliminated; 

(4) no awards be paid to a farmer occupying part of a section of land if the average yield — 
of wheat of the relative part of the section is 12 bushels or more per acre. (Under present 
rules, a farmer occupying part of a section of land is entitled to an award even though | 
the yield of his land exceeds 12 bushels per acre if the other occupant of this particular 
section has a yield low enough to bring the average yield for the section below 12. 
bushels per acre) ; 1 

(5) section 7 of the Act which requires every award to be made in the month of December 


established under the Act to decide questions concerning eligibility | 
be required to keep minutes which would disclose — 


be repealed; % 
(6) all farmers in an area affected by crop failure be required to complete cultivated | 
acreage reports when a municipality makes an application for assistance. (The present | 
system of processing cultivated acreage reports through the employment of a large 
number of inspectors is expensive and does not ensure accuracy); and a 
as a condition precedent to a farmer having a right to receive an award, he be required | 
to set forth in his permit book, at the time he receives it, a statement of grain on 
his farm. (New permit books are issued to farmers in July of each year before the. 
commencement of harvest. If a farmer disclosed the amount of grain he had in storage’ 
on the farm at the time he received his new permit book, then the number of bushels | 
that were subsequently harvested could be determined). | 


(7 


— 


4: 


In its Seventh Report 1966-67 the Public Accounts Committee stated that it is important | 
that these matters be rectified and recommended that appropriate legislation be intro- 
duced as soon as possible (see Appendix 1, item 38). : 


On March 31, 1967 the Minister of Agriculture advised the Public Accounts Com- 
mittee that item (1) had been implemented; that it was desirable that items (2), (3), 
(4) and (5) be implemented but this was essentially a matter of legislative priority ; and 
that as there was some doubt as to the practicability of items (6) and (7) the implica-’ 
tions of these recommendations were being studied. | 
60. Salaries and wages paid for work not performed. In our two previous Reports! 
references were made to payments aggregating approximately $450,000 per annum by the 
Canadian Broadcasting Corporation to employees for scheduled hours during daily or 
weekly tours of duty which were in excess of the actual hours of attendance. F | 

The payments were made in accordance with the provisions of the various unig 
agreements and the Corporation regards payment of compensation calculated in this 
manner as proper, having regard to the effect of scheduling requirements for its present’ 


studio facilities, the availability of artists, the exigencies of actuality broadcasts and the 
nature of broadcast program production. 7 


COMMENTS ON EXPENDITURE AND REVENUE TRANSACTIONS 27 


| The Public Accounts Committee considered this matter with officers of the Corpora- 
tion at its meeting on October 25, 1966, and while recognizing that the payments must 
continue to be made in accordance with the provisions of the union agreements, it recom- 
mended that such payments be eliminated as and when the present union agreements 
come up for renewal (see Appendix 1, item 45). 

| There has been no change in this situation during the past year, similar payments 
having continued to be made by the Corporation. 

| Some of the union agreements are due to be renewed in March and June 1968 but 
we are advised by the Corporation that “this situation is largely due to circumstances 
beyond the realm of collective bargaining” and “the practice of early release of staff will 
be reviewed to explore ways of holding personnel to their scheduled tours of duty”. 


61. Agreement between Canada, the Province of Quebec and the City of Montreal 
for the holding of the Canadian Universal and International Exhibition, Montreal, 1967. 
Paragraph 226 in the Crown Corporations section of this Report describes the operations 
of the Canadian Corporation for the 1967 World Exhibition during the past year and 
summarizes the basis of the overall plan for the Exhibition. The fifth revision of this 
lan, which was approved by the Governor in Council and the Lieutenant-Governor in 
Vouncil under the provisions of the Act, forecast a deficit of $157 million at the conclusion 
of the Exhibition. A sixth revision of the overall plan indicating an anticipated ultimate 
leficit of $211 million was approved on September 28, 1967. 
| An agreement between Canada, Quebec and Montreal confirming acceptance of the 
egislation establishing and governing the Corporation was executed on January 18, 1963 
ind contains clauses outlining certain “settlements” between the Corporation and the 
hree governments after the closing of the Exhibition on October 29, 1967. As these 
settlements” appeared to us to be couched in very general terms, we suggested to the 
nanagement in 1964 that in order to avoid complications in the ultimate interpretation 
ff the relevant clauses the Corporation’s legal officers should discuss these matters with 
he federal and provincial government departments concerned, with a view to having 
he intent of the agreement more precisely stated. We have repeated the suggestion each 
ear since. | 
| _ A year ago a committee consisting of representatives of the three levels of govern- 
1ent was formed to deal with unresolved matters concerning the closing of the Exhibition 
nd the winding up of the Corporation. We are informed that this committee is not yet 
1 & position to recommend any course of action to resolve the major problems arising 
‘om the agreement. As joint auditors of the Corporation, we are hopeful that clarifica- 
on of the various clauses in this January 18, 1963 agreement will have been completed 


| 


y the time the Corporation closes its accounts for the year ending December 31, 1967, 


_ 62. Banking arrangements of the Canadian Corporation for the 1967 World Exhibi- 
on. Section 13 of the Canadian Corporation for the 1967 World Exhibition Act, 1962-63, 
12, provides that: 

| The Corporation shall maintain in its own name one or more accounts in a chartered 


bank designated by the Minister of Finance with the approval of the Minister of Finance 
of Quebec. 
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Early in 1963 a chartered bank was designated as the banker for the Corporation 
and a second chartered bank was named as one with which operating accounts might be 
kept. 

The banking business of the Corporation was handled by these two chartered banks > 
until October 1966 when the Governor in Council approved entry by the Corporation 
into contracts with a third chartered bank and with a financial institution other than a 
chartered bank for the provision of banking service on site during the Exhibition. 

Although the designation of the first two chartered banks as the bankers for the 
Corporation by the Minister of Finance and the Minister of Finance of Quebec remains, 
the Corporation in November 1966 transferred the greater portion of its banking business | 
from these banks to the third chartered bank and to the other financial institution. At. 
December 31, 1966, the year-end of the Corporation, funds were on deposit as follows: 


in the designated chartered banks .......-+eeeeeeeeeeeerereees $ 54,000 
in the third chartered bank, .. <6 mc oui--fesesse 4 i ape Saar 6,300,000 
in the other financial institution ........ees eee ee reer ee eeees 6,600,000 


One of the terms of the agreements entered into with the third chartered bank and_ 
the other financial institution is that the Corporation is to pay a service charge of 4% 
per month, calculated monthly, on any amount by which the average daily balance 1s_ 
less than $2,500,000. There was no such undertaking to the two designated chartered. 
banks. 

In our opinion the banking arrangements of the Corporation are not in accordance: 
with section 13 of the Act. Moreover, this is the first time to our knowledge that a 
government corporation has used any Canadian institution other than the Bank of) 
Canada or a chartered bank as a banking agent or depositary (see paragraph 226 of this 
Report). | 

63. Disposal of surplus plant. In March 1964 the Minister of Defence Production: 
was authorized to solicit and negotiate bids for the sale of three plants operated by Cana- 
dian Arsenals Limited. Bids were invited for each of the plants, the prospective purchasers 
being required to demonstrate a capability to manage manufacturing facilities involving: 
military equipment, to state their intention to retain the defined military explosive 
manufacturing capabilities and to indicate the proposed use of the remaining plant 
capacity. Only the De Salaberry plant, Valleyfield, Que., was sold at that time, reference 
to which was made in our 1965 Report. | 


One of the other plants on which bids were invited in 1964 was the Val Rose plant 
near Valcartier, Que. The original cost of this plant’s land, buildings, machinery and 
equipment was $22,786,000 and over the previous twelve years its operating deficit hac 
totalled $5 million, exclusive of any charge for depreciation of its buildings and equip: 
ment. Future annual losses of approximately $600,000 were forecast. j 

Two bids were received for this plant and the Department carried on iepotiali 
with the firms involved for several months. One of the prospective purchasers, a wel 
known chemical and munitions manufacturer, offered $3,150,000, representing abou’ 


i 
| 
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65% of the current appraised value of the plant, plus the book values of inventories at 
| the date of take-over. Payment was to be made in full at the time of sale and an under- 


taking was to be given that the plant’s military capability would be retained for ten years 
at no cost to the Crown. This offer was rejected. 


| The Department continued negotiations with the second firm and succeeded in 
having its offer increased to $3,150,000 with the same undertaking to take over the 
inventories at their book value and to maintain the plant’s military capability for ten 
‘years at no cost to the Crown. Payment, however, was to be spread over a period of 
Might years. These negotiations resulted in sale of the plant in December 1966 to a sub- 
‘sidiary of the firm. 

| During the two and one-half year period following rejection of the offer of $3,150,000 
for the plant, Canadian Arsenals Limited incurred operating deficits of $515,000. There 
| was also a loss to the Crown of potential interest earnings of $350,000 on the sale proceeds, 
| Our review of this transaction disclosed that in May 1966 while negotiations were 
going on, Canadian Arsenals Limited revised its forecast of future annual deficits of 
$600,000 at the Val Rose plant and stated that through increased efficiency, mechaniza- 
tion of operations, concentration of facilities and firmer demands based on integrated 


defence plans, the plant would operate at no loss in future (see paragraph 223 of this 
Report). 


64. Potential losses on inventories held in the Defence Production Revolving Fund. 
A description of the Defence Production Revolving Fund is given in paragraph 261 of 
es Report. 
| 


| 
| 


Our examination of the Fund disclosed two instances where it is apparent that losses 
have been or are going to be incurred which can only be covered by parliamentary ap- 
propriations for the purpose. These are: 
| 1. The inventory of raw quartz crystals on hand at March 31, 1967 was acquired in the 
early 1950s at a cost of $6,078,000. Synthetic quartz crystals have come into general use 
since the inventory was acquired, practically eliminating the demand for natural quartz. 


The proceeds of a few test sales during the year averaged 22% of original cost and it 
would appear that there will be a loss of at least $4.5 million. 


2. A shortage of $1,140,000 with respect to cobalt stolen several years ago is revealed 
by the balance sheet of the Revolving Fund. Amounts totalling $49,000 had been 
recovered to March 31, 1967 and further recoveries are expected. However, it appears 
| inevitable that there will be an ultimate loss of not less than $600,000. 


} 


| 65. Unauthorized use of the Defence Production Revolving Fund. In last year’s 
Report (paragraph 60) we drew attention to the practice of using the Defence Production 
Revolving Fund to finance the loan portion of the cost of purchasing machinery under 
she Defence Industry Modernization Program, the remaining 50% being charged to 
Jepartment of Defence Production Vote 5. We expressed the opinion that, since section 
{6(2)(c) of the Defence Production Act, R.S., ¢.62, expressly prohibits the making of 
oans from the Fund to assist in the acquisition of capital equipment, the advances from 
he Fund aggregating $2.75 million to March 31, 1966 had been made without authority. 
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Use of the Fund for this purpose continued throughout 1966-67 with additional 
advances of $7.62 million being made and repayments of $370,000 being received, bringing © 
the total loans outstanding to $10 million at the year-end. | 

The practice has been discontinued in 1967-68 and funds for the loan portion of the — 
assistance granted are provided in Department of Industry Vote L65. However, the — 
Fund has not yet been reimbursed for the unauthorized advances which, as noted above, 
amounted to $10 million at March 31, 1967. 


66. Crown corporation expense borne by departmental appropriation. Included in | 
the charges to the Department of Energy, Mines and Resources vote for Departmental 
Administration are legal fees of $11,896 incurred primarily for title searches of property — 
owned by a coal company on Cape Breton Island. These searches were undertaken on — 
departmental authority in order to facilitate the takeover of this property by a then 
proposed Crown corporation which has since been established as the Cape Breton De- 
velopment Corporation. As these expenditures relate directly to the purposes for which 
the Corporation was set up, it 1s our opinion that they, and similar payments in 1967-68 
amounting to $27,000 at the date of this Report, should have been recorded as accounts | 
receivable and recovered from the Crown corporation. | 


67. Financing of the 1967 World Exhibition. Existing legislation provides for grants 
by Canada, the Province of Quebec and the City of Montreal to the Canadian Corporation | 
for the 1967 World Exhibition not exceeding $20 million, $15 million and $5 million ) 
respectively, a total of $40 million. These grants were received by the Corporation during | 
the period March 14, 1963 to August 2, 1969. | 

Since payment of this $40 million, the further cash requirements have 
been met by the purchase by Canada of securities issued by the Corporation all 
euaranteed by Canada and the Province as authorized by section 12 of the federal Act. | 

Borrowings from Canada for this purpose totalled $175 million at March 31, 1967 
and had reached $200 million at September 30, 1967. These loans or advances are shown | 
as assets on the Statement of Assets and Liabilities of Canada but unless the existing) 
legislation is amended to provide grants additional to the $40 million already provided, 
the Corporation will not have the cash resources to repay the indebtedness. These loans: 
bear interest which the Corporation paid in the amount of $3,552,000 during the year and 
which Canada has included in its revenue for 1966-67 (see paragraph 50 of this Report). 

In commenting on this method of financing in our 1965 Report we stated that 
because of the existing limitation on grants, changes in the legislation would be necessary 
before the additional substantial grants required could be made. The Public Accounts. 
Committee discussed this matter with officers of the Department of Finance on June 16, 
1966 and in its Seventh Report 1966-67 expressed its concurrence with our view and 
recommended that amendments to the existing legislation be placed before Parliament 
and the Legislature of Quebec so that the additional grants could be made by the parties 
concerned, namely Canada, Quebec and Montreal (see Appendix 1, item 37). 


1 
| 
{ 
; 
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68. Method of financing capital expenditures of the Canadian Broadcasting Cor- 
poration. The funds required by the Canadian Broadcasting Corporation for its capital 
expenditures have since April 1, 1964 been provided in the form of loans from Canada. 
Loans outstanding at March 31, 1966 amounted to $26,705,000 of which $1,371,000 was 
repaid in 1966-67. Additional loans amounting to $30,381,000 were provided in 1966-67 
bringing to $55,715,000 the amount outstanding at the end of that year. 


These loans are repayable by the Corporation in equal annual instalments over 20 
years at interest rates varying from 51% to 6% per annum and are included as an asset 
in the item “Loans to, and investments in, Crown corporations” on the Statement of 
Assets and Liabilities of Canada (see paragraph 178). The interest on these loans must be 
paid, and the loans must eventually be repaid, with funds provided by parliamentary 
appropriations. The procedure being followed violates a long-standing principle of the 
Department of Finance that assets which are non-interest or non-revenue-producing be 
charged to expenditure at the time of acquisition or construction. The Public Accounts 
Committee in its Seventh Report 1966-67 expressed the opinion that expenditures of 
this type are not loans or advances which can or should be regarded as revenue-producing 
assets but are in fact grants and should be charged directly to budgetary expenditure in 
the Public Accounts of Canada (see Appendix 1, item 36). The procedure has been com- 
mented on in previous Reports and is further dealt with in paragraph 196 of this Report. 
| The wording of Canadian Broadcasting Corporation Vote 1, which provided for 
the net operating requirements of the Corporation for 1966-67, did not disclose that 
$1,371,000 was included for repayment of these loans and that $2,203,000 had also been 
included to meet interest charges. The estimates that have been submitted to Parliament 
in respect of the operating requirements of the Corporation for 1967-68 likewise do not 
disclose the amounts required for repayment of loans and for interest charges. Receipt of 
the interest by the Department of Finance is recorded under the heading ‘“‘Non-tax 
revenues—Return on investments” (see paragraph 50 of this Report). This has the effect 
of inflating the recorded amount of both revenues and expenditures of Canada in viola- 
tion of generally accepted accounting principles. 
| 69. Indirect compensation to chartered banks. It is the practice of the Government 
0 maintain large balances on deposit with the chartered banks, receiving interest only 
yn balances in excess of an aggregate of $100 million. This practice has been commented 
mM in previous Reports and the Public Accounts Committee on three occasions has 
expressed the view that if banks are to be compensated for services provided to the 
crown, consideration should be given to the most equitable manner in which this may 
De done, with statutory sanction being given by means of an appropriate amendment to 
he Bank Act, 1953-54, ¢.48 (see Appendix 1, item 20). 
| The new Bank Act, 1966-67, c.87, received Royal Assent on March 23, 1967. Section 
8 of the Act reads in part: 
| 93. (2) The bank shall not make a charge for cashing a cheque or other instrument 
arawn on the Receiver General or on his account in the Bank of Canada or in any other 
bank, or for cashing any other instrument issued as authority for the payment of money 
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nsolidated Revenue Fund, or in respect of any cheque or other instrument 


out of the Co 
Government of Canada or any department 


drawn in favour of the Receiver General, the 
thereof or any public officer in his capacity as suc 


of the Receiver General. 
(3) Nothing in subsection (2) shall be construed to prohibit any arrangement between 


the Government of Canada and the bank concerning interest to be paid on any or all 
deposits of the Government of Canada with the bank. 


Subsection (3) of this section is evidently designed to permit continuation of the practice 
of compensating banks indirectly for services provided to the Crown. 

The precise wording of this subsection had been included in Bill C-102 introduced 
‘n the 1965 Session of Parliament and Bill C-222 introduced in the 1966-67 Session of 
Parliament, each of which was entitled “An Act respecting Banks and Banking”. After 
considering this wording the Public Accounts Committee in its Seventh Report 1966-67 
expressed the opinion that it did not meet the recommendation of the Committee and it 
asked the Department of Finance for explanations on three points: 


h, and tendered for deposit to the credit 


(1) why it considers that an amount of $100 million should be left on deposit with the — 


chartered banks free of interest; 

(2) why, if it considers that the chartered banks should be compensated for the service 
provided by them to the Government, it has not recommended that subsection (1) of 
section 93 of the Bank Act, 1953-54, c. 48, be amended to permit this; and 


(3) what other means of compensating the banks for services rendered were considered — 


and why they are being discarded. 


As far as we are aware, the Department of Finance has not yet provided the explanations | 


requested by the Committee. | 

In our opinion subsection (3) of section 93 of the Bank Act, 1966-67, c.87, does not 
provide legal authority for officers of the Department of Finance to undertake to leave 
substantial amounts on deposit with the chartered banks without payment of any 
interest. 


70. Errors in Public Service Superannuation Account pension and contribution 


calculations. For a number of years we have pointed out in our Reports to the House | 


that our annual test audit has disclosed a high incidence of error in the superannuation 


accounts. We have been recommending since 1959 that the Superannuation Branch, when ~ 


determining annuities to be paid, should verify contributions made in relation to salary 


earned and the documents on file. This procedure would automatically indicate errors © 


made at any time during the period of service and reduce the possibility of error in cal- 
culating the annuity. 


— 


——_ 


The Public Accounts Committee in several of its reports has recorded its concern | 


that this matter was taking so long to be corrected. On June 16, 1966 the Comptroller 


| 


of the Treasury appeared before the Public Accounts Committee and the Committee im | 
its Seventh Report 1966-67 noted that “immediate steps were being taken to provide i 


that the internal auditing procedures of the Superannuation Branch include an examina- 


: ; ° - * i 
tion of the employee’s contributions in relation to his salary and the documents on file | 


j 
, 
' 


N 
y 


| 
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along the lines recommended by the Auditor General’. The Committee also recorded its 
understanding that “the introduction of this particular check should eliminate the 
majority of the errors and requests the Auditor General to continue to keep it fully 
informed on this matter” (see Appendix 1, item 17). 


Our test audit during the year ended March 31, 1967 disclosed a higher incidence of 
error than in the previous year and an analysis of the errors indicated that the greater 
portion of them had arisen in 1965 and 1966. As superannuation files often remain in 
active use in the Superannuation Branch for several months after commencement of an 
annuity, our practice is to defer examining them until they are returned to the file room. 
As a result, very few files to which the new procedures had been applied by the Super- 
annuation Branch were examined by us during the year. These new procedures should 
result in a reduction in the number of errors in future. 


__ Reference has been made in our Reports for the past four years to the lack of verifica- 
tion of the correctness of contributions reported to the Central Pay Division in respect 
of employees of various Crown corporations. Contributors’ accounts in this category, 
which numbered only 4,353 at December 31, 1959, had increased to approximately 9,000 
xy December 31, 1966. We have been informed by the Central Pay Division that all 
accounts have been verified and reconciled to December 31, 1965 and that all have been 
yosted to December 31, 1966. 

71. Limited competition for government business. Engraving of postage stamps, other 
‘evenue stamps and labels, bonds, paper currency, passports and other documents and 
‘orms required by the Government has been carried out almost exclusively by two firms 
or many years. 


On May 6, 1966 we suggested to the Department of Finance that because of the 
imited competition to which these two firms appeared to be exposed, and in order to 
heck the reasonableness of their prices, provision for an audit of their costs might be 
neluded in their respective contracts. We were informed that the suggestion was well 
vorth consideration and it was to be looked into forthwith. Having received no further 
nformation, we inquired on May 16, 1967 as to what action had been or was likely to be 
aken but have received no reply. 


_ Where there is a very narrow field of competition for government contracts there 
s always a danger that excessive profits may be made at the expense of the taxpayers. 
“he Government is in a position to insert a clause in a contract providing for a govern- 
nent audit of the costs of carrying out the contract and in our opinion this is an instance 
yhere such a clause is important. 

_ 72. Special assistance to fishermen. Reference was made in our 1966 Report (para- 
raph 64) to a program of financial assistance to fishermen whose income from fishing 
1 the calendar year 1965 was less than their income from fishing in 1964 due to circum- 
“ances beyond their control. The assistance program had been implemented by the 
epartment of Fisheries with the co-operation of the Unemployment Insurance Com- 
lission. In so doing, not only was the basic requirement, that 1965 income from fishing 
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be unfavourable in relation to the 1964 income, not confirmed but in addition a flaw 
in the procedures resulted in overpayments by the Department. 

Assistance of like nature was not continued in 1966-67, although payments amount- 
ing to $152,462 were made with respect to applications received prior to April 1, 1966. 
During the year the aggregate of known overpayments was established as $67,895. De- 
mands on the fishermen involved have resulted in overpayments of $37,414 being re- 
covered, leaving an outstanding balance of $30,481. No further recovery action has been 
taken or is contemplated by the Department at this time. 


73. Subsidization of Fishermen’s Indemnity Plan. Reference has been made in our 
Reports for several successive years (1966, paragraph 65) to two accounts, the Lobster 
Trap Indemnity Account and the Fishing Vessel Indemnity Account, maintained in con-, 
nection with the Fishermen’s Indemnity Plan which was introduced in 1953-54. Although 
the Plan was intended to be self-supporting (except for its administrative costs which 
are met through parliamentary appropriations) both accounts have recorded net deficits 
from their inception. 

The deficit for 1966-67 amounted to $5,095 in the Lobster Trap Indemnity Account, 
compared with $3,335 in the preceding year, and to $113,438 in the Fishing: 
Vessel Indemnity Account, compared with $52,665 in 1965-66. These deficiencies were: 
charged to Department of Fisheries Vote 17g. 

The number of fishermen availing themselves of the Lobster Trap Indemnity facil- 
ities has been decreasing steadily which is illustrated by the fact that premium revenue, 
at an all-time high of $44,000 in 1961-62, reached an all-time low of $1,552 in 1966-67. 


Three years ago we were informed that the Department of Fisheries was engaged in 
a detailed study to ascertain the extent to which factors other than weather might have 
been operative in causing the all-time high deficit of $168,000 in the Fishing Vessel In- 
demnity Account in 1963-64 and to determine what further changes in the regulations 
are practicable or to what extent the premium rates should be revised. Although con- 
sideration is being given to revisions in the premium rate structure, the situation remains 
largely unchanged. | 

Vote 540 of Appropriation Act No. 5, 1955, 1955, c.60, as extended by Vote 527 of 
Appropriation Act No. 6, 1956, 1956, c.32, provided for the establishment of one or moré 
special accounts for the purpose of assisting fishermen to meet abnormal capital losses 
Under this authority an additional account, the Fixed Fishing Gear and Shore Installa: 
tions Indemnity Account, was introduced under regulations effective February 1, 1966 
These regulations relate to insurance on fixed gear such as various types of traps ant 
herring weirs, buildings such as boathouses, fish holding or salting sheds, etc., and miscel 
laneous equipment while in storage in a shore installation. For the 1966-67 fiscal year 
claims paid amounted to $19,391 and net premiums to $5,726, resulting in a deficit oO 
$13,665 which was also charged to Department of Fisheries Vote 17g. This element of th) 
Fishermen’s Indemnity Plan, established for a trial period of one year, has been extender 


for an additional year in order to obtain more data on which to base a decision as to it 
future. | 
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74. Costs resulting from forfeiture of fishing vessel. In May 1965 a Prince Edward 
Island fisherman was charged with several offences under the Fisheries Act, R.S., ¢.119, 
and the Lobster Fishery Regulations. He pleaded guilty to all charges, was fined on each 
count and his fishing vessel was forfeited to the Crown. 

A chartered bank which had made loans to this fisherman under the Fisheries 
Improvement Loans Act, 1955, c.46, and whose loans were guaranteed by the Minister 


/ 


of Finance of Canada applied for a court order declaring that its interest in the vessel 
was of the opinion that the Court’s decision made it obligatory to pay the full amount of 
interest. The judgment of the County Court was in favour of the bank, $1,538 being 
declared as its interest in the vessel. This decision was appealed by the Crown but the 
Supreme Court of Prince Edward Island dismissed the appeal. 

| In May 1966 the forfeited vessel was sold for $1,100, the highest bid received as a 
result of a public invitation to tender. The bank then applied for the payment of the 
amount of $1,538, stating, however, that if this amount were greater than the proceeds 
of the sale, it would accept the proceeds less the normal cost of sale. As the Department 
was of the opinion that the Court’s decision made it obligatory to pay the full amount of 
the bank’s declared interest, payment of $1,538 was made in October 1966 with the 
result that a direct loss of $438 was incurred because of the forfeiture. 

| Actually this loss to the Department of Fisheries was not necessarily an additional 
loss to the Crown because the Minister of Finance, under his guarantee of the fisherman’s 
loans, might have had to pay this amount to the bank in any case. Nevertheless, steps 
should be taken to ensure that the Crown, in obtaining forfeiture of a fishing vessel, does 
not expose itself to liability for debts of the fisherman in excess of the sale value of the 
vessel. 

In addition to the $438 loss to the Department, it paid out $573 to a barrister in 
sonnection with the bank’s application for an order of the County Court and a further 
$1,325 to a barrister in connection with the Crown’s appeal against the judgment of the 
vounty Court. Furthermore the Minister of Finance was required to reimburse the bank 
or its legal costs amounting to $600. Thus legal costs of $2,500 plus court costs, plus the 
ime of officers of the Department and of the Department of Justice, were all expended 
n order to decide in effect whether the Department of Fisheries should retain the value 
if the seized vessel as revenue of the Crown, with the Department of Finance paying the 
mount of the fisherman’s loan under its guarantee to the bank, or whether the Depart- 
nent of Fisheries’ potential revenue was to be diverted, thus saving the Department of 


‘nance from payment of the similar amount under its guarantee of the bank loan. 


It would seem desirable that officers of the Crown be more conscious of the varied 
aterests and responsibilities of the Crown, and co-operate to the end that the Crown’s 
vest interest may be served without resort to fruitless but costly legal procedures. 


_ 73. Continued upkeep of facilities by the Maritime Marshland Rehabilitation 
dministration. In our 1966 Report (paragraph 66) reference was made to the substantial 
dsts incurred under agreements entered into in 1949 with the provinces of New 
Tunswick and Nova Scotia, pursuant to the Maritime Marshland Rehabilitation Act, 


Ts 
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RS., ¢.175. We expressed the belief that the provisions of the Act indicated that Parla- 
ment had intended that the provinces assume responsibility for operation and main- 
tenance of the works concerned without undue delay following their completion. In no 
case had a province been required to do so, and in fact arrangements had been made for 
New Brunswick and Nova Scotia to assume financial responsibility for upkeep only after 
a transfer period expiring March 31, 1970. 

The situation remained unchanged at March 31, 1967. During the year then ended 
a further outlay of $557,000 was made by Canada for administration, operation and 
maintenance. An additional $881,000 was charged to construction of works and acquisi- 
tion of equipment, reflecting a marked increase over recent annual expenditures for such 
purposes. 

With effect from April 1, 1967 the Province of Nova Scotia has taken over operational 
responsibility for 34 out of 86 projects and the Province of New Brunswick on May 1, 
1967 took over operational responsibility for 11 out of 39 projects. In all these cases, 
however, Canada is to continue to bear all operation and maintenance costs until the end | 
of the transitional period on March 31, 1970. 


76. Expenses of Canadian Council on Rural Development. In our 1966 Report | 
(paragraph 69) reference was made to the establishment of the Canadian Council on 
Rural Development late in 1965. It was observed that the expenses of $9,956 incurred to 
March 31, 1966 in respect of meetings and other activities of the Council were charged to | 
a “project” set up for the purpose under Department of Forestry Vote 35 which provided 
for “Payments in respect of projects and programs under the Agricultural Rehabilitation | 
and Development Act and payments to Provinces pursuant to agreements entered into— 
under that Act”. This was done despite the fact that another appropriation of the / 
Department (Vote 25) provided funds for the administration of the Act, and ordinarily 
an advisory service is regarded as an administrative function. 

The same procedure was followed in 1966-67, with $66,575 being charged to Vote 35, 
the text of which remained unchanged. However, specific provision of $100,000 for pur- 
poses of the Council is contained in the Details of Services relating to Vote 25 in the Main. 
Estimates of the Department of Forestry and Rural Development for 1967-68. | 

Our 1966 comment also referred to honoraria of $4,200 paid to members on an ex. 
cratia basis because prior to a 1966 amendment the governing legislation entitled mem- 
bers to be paid only for their travelling and living expenses incurred while absent from 
their ordinary place of residence in the course of their duties. We expressed the view that 
payments of honoraria prior to the amendment required legislative sanction, Executive 
authority being insufficient because an area of government already regulated by legisla- 
tion was involved. During the current year prior to the effective date of the amendment 


further honoraria amounting to $3,650 were paid. Steps to give retroactive effect to the 
amendment have not been taken. | 


sip Inadequate control of stores at northern locations. In our 1965 Report and again 
in 1966 (paragraph 112) we referred to the unsatisfactory control of and accounting fol) 
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stores at northern locations. In its Eighth Report 1966-67 the Public Accounts Committee 
expressed concern and urged the Department of Indian Affairs and Northern Develop- 


ment to establish adequate controls on all stores in the North with the least possible 
delay (see Appendix 1, item 43). 


In 1965 particular reference was made to operations at Frobisher Bay, N.W.T. Last 
year we noted the extent to which the situation at this location had improved, but ob- 
served that it was not yet fully satisfactory. As at October 31, 1966 action to dispose of 
| surplus or obsolete stores had not been taken, the value of stores had not been fully de- 


| termined, and the amount of the working capital advance required to finance the stores 
operation had not been established. 


We have been informed that a program to identify and segregate surplus or obsolete 
stores and to consider what economical disposal action should be taken is to be imple- 
‘mented late in 1967. Meanwhile the value of the stores has been determined and recorded 
at approximately $440,000, and the Department sought approval for an increase in the 
working capital advance to absorb the value of stores in excess of the $200,000 allotment 
for the Frobisher Bay operation. The Treasury Board declined to approve the request, 
stating that it is not necessary to have stocks carried at a dollar value in order to have 
an effective inventory control over them. While this is true, parliamentary control over 
expenditure is weakened if there exists a substantial inventory of stores items for which 
a dollar accounting does not have to be given. 


__ Although there is no inventory of stores at Yellowknife from which materials and 
supplies are requisitioned, there is an active stores operation involving the function of 
receiving goods ordered for specific use in the region, storing these goods until required on 
the job, and redirecting or shipping them as required. When we examined the operation 
during the year, it was found that inadequate storage space resulted in most of the build- 
ing supplies being placed outside of the warehouse with security being virtually non- 
existent. Furthermore, it was evident that personnel not associated with the stores 
dperation had unlimited access to warehouse stocks without reference to the stores staff, 
so that in this area also security was lacking. 


An examination during the year at Inuvik, where the stores operation is intended 
30 be similar to that at Yellowknife, revealed that over the past several years a substantial 
nventory, valued by departmental personnel at a minimum of $300,000, has been built 
1p by retaining goods acquired through annual appropriations. It was apparent that there 


vas virtually no control over these stores. Checking of the physical accuracy of quantities 


| 


roved impossible because of the absence of accurate stock records and the fact that 
imilar items were not always stored together in the same warehouse, of which 13 were 
ised for the purpose. It was evident that, because of the inadequacy of the records and 
he unsatisfactory storage conditions, purchase orders could be issued for materials and 
upplies which were already in stock. An inspection made by the Department shortly 
fter our visit confirmed these findings. Departmental records indicate that corrective 
ction has been or is being taken. 
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operation at Fort Smith in April 1967 showed that q 
conditions found in a 1965 examination. Excepting 
ty of this nature, a complete physical inventory 
agreement with the stock records. 
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An examination of the stores 
there had been an improvement over 
minor discrepancies normal to an activl 
taken in October 1966 showed stocks to be in 


78. Inadequate accounting and financial control procedures, Fort Smith, N.W.T. 
In our 1965 Report (paragraph 103) we commented on a number of serious deficiencies 
in the accounting and financial control procedures in the combined district and regional 
office of the Department of Northern Affairs and National Resources (now the Depart- 
ment of Indian Affairs and Northern Development) at Fort Smith. Departmental officials 
subsequently informed the Public Accounts Committee that the situation could be 
attributed to the fact that for a number of reasons the Department had experienced 
ereat difficulty in recruiting clerks and accountants for Fort Smith. They felt, however, 
that a recent administrative reorganization, including the introduction of positions for — 
fnancial and management advisers, would result in procedures being improved to accept- 
able standards. 

In April 1967 a follow-up examination at the now separated district and regional 
offices at Fort Smith revealed that the condition of the accounting records and procedures 
was substantially the same as in 1965. At the regional office it was observed that: 


a =— so 


1. Internal control over cash receipts was still lacking in that one employee was permitted — 
to receive all cash, control all pre-numbered forms including those used for billing 
purposes, prepare billings, control the accounts receivable ledger, and deal with accounts _ 
receivable write-offs. | 

2. Departmental billings were still being released without review and approval by a- 
responsible officer. There had apparently been little if any action to collect accounts | 
totalling $9,900 outstanding for more than one year. Cases were noted of lengthy delays © 
in the issue of billings after the performance of services, and measures to ensure that 
all work orders were billed to other government departments or private interests, where 
applicable, were inadequate. 

3. Prior to May 1966 billing and collection services were performed on behalf of the | 
Department of National Health and Welfare. When that Department assumed this | 
responsibility, outstanding accounts amounting to over $25,000 were left with the 
Fort Smith office for collection. It was not evident that any follow-up action has since 
been taken on these accounts or that payments have been received with respect to 
them. ‘ 

4. In 1965 we pointed out that in some circumstances the Department has been authorized — 
to sell electric power to private consumers and that responsibility for this activity had» 

been largely delegated to area administrators. It was suggested at that time that central. 

control by the regional office over meter readings, billings and collections was desirable. | 

Our current review disclosed that there was still no overall control exercised at Fort. 

Smith. In the absence of a complete record of private consumers and of the amounts 

outstanding in each consumer’s account, it could not be established whether all consumers | 

were being billed regularly or at all. 


a 


5. In 1965 we reported that the settlement of outstanding accounts payable was consider- 
ably in arrears, with delays of several months being not uncommon. An improvement 
as at March 31, 1967 was noted but it was evident that the situation at that point was 


} 
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not indicative of the state of affairs at other times during the year, and that it had been 


accomplished by the expedient of temporarily assigning experienced personnel from 
elsewhere in the district to assist. 
Matters drawn to the attention of the Department as a result of our examination 


| at the district office in April 1967 were as follows: 


1. Although, as previously reported, control of motor vehicle licence plates, issued on behalf 
of the Government of the Northwest Territories at various locations, was purported to 
be maintained at Fort Smith, it was found that no accounting was being made of un- 
issued plates at the year-end. There was thus no assurance that all revenue from this 
source was being brought to account. 


2. Although the district office maintains a record of all business licences issued in the 
Northwest Territories, it was not evident that there was provision for ensuring that all 
new businesses are recorded and required to purchase licences. 


3. The Department had accepted responsibility for the administration of loans to 

university students on behalf of the Territorial Government, but in the absence of formal 

' accounting records the loans outstanding were not readily ascertainable and there was 
little evidence of follow-up action on overdue repayments. 

We have been informed that a special “study team” was organized to proceed to the 

Mackenzie District in the early autumn of 1967. Its terms of reference included an 


on-the-spot appraisal of the critical comments that stemmed from our April 1967 
examination, 

| 79. Sale of land to the City of Longueuil, Que. In our 1966 Report (paragraph 113) 
reference was made to the fact that the Royal Commission on Government Organization, 
in its report on “Real Property’, recommended that consideration be given to consolidat- 
ing in a single statute legislation having general application to the acquisition and 
disposal of real property. The Royal Commission also envisaged the disposal of all surplus 
federal property through a single agency. These recommendations are not included among 
those which have received Executive approval. 

_ The same 1966 paragraph pointed out that although the general procedure is in fact 
‘or surplus property to be disposed of through a central agency, Crown Assets Disposal 
Corporation, under the provisions of the Surplus Crown Assets Act, R.S., ¢.260, neverthe- 
ess later legislation, the Public Lands Grants Act, R.S., ¢.224, permits departments to dis- 
rose of land without a declaration of surplus. An instance was cited of a substantial direct 
sale during the 1965-66 fiscal year when the Department of Northern Affairs and National 
Resources disposed of certain lands under its administration to the City of Longueuil 
or $870,000, which had been established as the “fair market” valuation. 

) Although present policy is that property surplus to federal needs be disposed of on 
he basis of current market value, exceptions to this policy are dealt with specifically on 
heir merits by the Treasury Board if it is decided that special considerations outweigh 
he general policy. During the current year the Department of Indian Affairs and 
Northern Development obtained Executive authority to grant additional lands to the 
ity of Longueuil for street purposes for the nominal sum of one dollar conditional on 
he lands being used for no other purpose. 
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A number of other departments and agencies are also responsible for federal lands 
and other assets in the Longueuil area, and major problems are currently associated with 
much of this property. Among other things, the Province of Quebec has taken without 
agreement or compensation approximately 1,500,000 square feet of land to form integral 
approaches to the Jacques Cartier Bridge. The Province has also taken possession of an 
additional 2,357,549 square feet for service roads connecting the municipal street system 
to a nearby provincial highway. A minimum value of $4 million is ascribed to this land, 
In the same connection, remainder lands are considered to have been rendered useless or 
of little value by virtue of the road allowances taken by the Province. 


Following the fiscal year-end, a special committee of representatives of the various 
convened to determine the financial and — 
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departments and agencies directly involved was 
legal problems in relation to the land and assets occupied and used by the Province of 


Quebec in Longueuil and Montreal. We understand that no disposals in the Longueuil 
area will be sanctioned during the deliberations of this committee (see also paragraph 96 © 


of this Report). 


80. Accounting for advances to Indian bands for housing construction. The Depart-_ 
ment of Indian Affairs and Northern Development administers a program for “the - 
Development of the Physical Community on Indian Reserves” which received Executive | 
approval in January 1966. Included in this program is provision for the construction of © 
over 12,000 houses on Indian reserves during the ensuing five years. The anticipated — 
1966-67 outlay was provided for in Vote 380 of the Department which in part is for 
“assistance to Indians and Indian Bands for the construction or acquisition of housing | 
and other buildings and related works, land and equipment’. | 

Bands that are regarded as capable of managing their own affairs and indicate an 
interest in doing so are encouraged by the Indian Affairs Branch to assume responsibility — 
for most of the administrative services normally provided by the Branch. In accordance — 
with this policy, certain conditions were established during the year under which the | 
Department would be prepared to transfer the responsibility and related financial 
resources for the construction of Indian houses on reserves. 


One of the provisions relating to the assuming by a band of responsibility for housing 
construction was that the Department would advance 25% of the funds for the total. 
annual program at the start of construction, the balance to be made available as and when 
required following the submission by the band of a certified statement of account. In 
accordance with this provision, approximately $100,000 was paid during 1966-67 from 
Vote 35 and permitted to remain as a charge to that appropriation although no account- | 
ing for the advances had been made by March 31, 1967. | 


In our opinion the advances should not become a final charge to Vote 35 until an- 
accounting is made. 


81. Inadequate accounting and financial control procedures, Indian agencies. The 
Department of Indian Affairs and Northern Development maintains a substantial | 
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number of field offices in connection with the administration of its programs for the 
Indian population. Seventy-one of these establishments are district offices or Indian 
agencies which deal directly with band councils. 


| During the year we made audit examinations at a number of the agencies and our 


findings were reported to the Department. Critical comments were numerous, indicating 
a need for strengthened financial control over field activities. Of particular concern were: 
| 1. UNSATISFACTORY CASH HANDLING PROCEDURES. In some instances the procedures for the 
control of cash received through the mail were inadequate. In one case unauthorized 
unnumbered receipt forms were being used to acknowledge over-the-counter cash receipts. 
It was found at another location that three items of cash could not be accounted for, 
and that a sub-office, being unaware that receipts should be transferred regularly to the 


| 
) 
| main office of the agency, was holding moneys collected during the period March 1964 
| to June 1966. 


2. LACK OF PROPER INTERNAL CONTROL. The main criticism in this connection was that in 
some cases the division of duties among office personnel placed too much responsibility 


with regard to the handling of cash, billing and accounts receivable procedures in the 
hands of one individual. 


3. UNSATISFACTORY ACCOUNTS RECEIVABLE PROCEDURES. In a number of cases it was apparent 
that steps to collect overdue accounts were inadequate, and arrears of long-standing 
were not uncommon. 


| 4. UNSATISFACTORY STORES AND EQUIPMENT CONTROL PROCEDURES. At some locations it was 
| found that the stock control records were inadequate, instructions with respect to the 
| frequency of physical checks of stores and equipment had not been followed, or stock- 
| taking had been carried out in an irregular manner. 


5. INADEQUATE PAYROLL RECORDS AND PROCEDURES. Registration of attendance was unsatis- 
| factory in some instances. In one case the time records had been destroyed prematurely 
| and in consequence the payroll records could not be verified. 


| 6. UNSATISFACTORY WELFARE ADMINISTRATIVE PROCEDURES. The procedures followed at 
several agencies resulted in overpayments and, to a lesser degree, underpayments. At one 
agency it was noted that provision for assistance in band budgets was not used although 
band members were receiving welfare payments from federal funds. 


7. AUDIT REPORTS NOT PROVIDED BY BANDS PERMITTED TO MANAGE REVENUE MONEYs. Section 
68 of the Indian Act, R.S., c.149, enables the Governor in Council to permit a band to 
control, manage and expend in whole or in part its revenue moneys. Among the conditions 
normally attached to this step is the requirement that there be an annual audit of the 

| band’s financial records, and that a copy of the auditor’s report be supplied to the 

Department. Our examinations indicated that in some cases these requirements are not 

being met. 


8. UNSATISFACTORY PROCEDURES WITH RESPECT TO LOANS MADE UNDER SECTIONS 64(h) AND 
69 OF THE INDIAN ACT. Our examinations indicated a general lack of positive action in 
the collection of amounts due under loans. In this connection the departmental head- 
quarters’ loan records show that outstanding loans made from the Consolidated Revenue 
Fund under section 69 of the Act totalled $1,112,000 at March 31, 1967, at which time 
| principal repayments aggregating about $400,000 were in arrears. At the same date 
outstanding loans from the capital funds of bands under section 64(h) amounted to 
$183,000, of which $124,000 was in arrears. 


) 


We have been informed by the Department that steps have been taken to improve 
procedures and controls at most of the agencies examined and that the adequacy of 
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welfare administrative procedures is being reviewed. 


82. Admiralty courts. Last year’s Report (paragraph 73) made reference to weak- 
nesses in the administration of the Admiralty courts that had been disclosed by our 
examinations, including inadequate records, intermingling of federal and provincial 
funds, retention of interest earnings by some of the registrars, fees improperly paid to 
the provinces, etc. In our report thereon to the Department of Justice we stressed the 
need for more careful definition of the financial arrangements for these courts and for 
the establishment of adequate financial records. 

Examinations during the past year have disclosed little improvement in the ad- 
ministrative arrangements for these courts. The Department was so advised in July 1967, 
although it was realized there may not have been sufficient time for the necessary changes | 
to be implemented. The Department was also informed that one of the registrars, who 
was a salaried employee of Canada, had retained fees of office amounting to $2,165 
between the time of his appointment, December 1, 1965, and December 4, 1966. The | 
propriety of this was questioned, particularly with respect to the amount of $1,124 
which related to the period after May 14, 1966 when the rules of the courts were changed 
to provide specifically that these fees be paid into the Consolidated Revenue Fund when | 
the registrar is a salaried employee of Canada. We have since been advised that the | 
registrar has acknowledged his indebtedness in respect of the amount of fees collected | 
subsequent to May 14, 1966 but that there is no legal basis for collecting the amount of | 
$1,041 relating to the prior period. | 


83. Existence of annuitants. In last year’s Report (paragraph 75) we stated that the | 
Government Annuities Branch, in response to observations we had made on the possibility | 
of payments being continued after annuitants were deceased, proposed to obtain con- . 
firmation of the existence of some one-third of the persons to whom annuities were being | 
paid directly. On the basis of the results obtained from this comprehensive test, they 
were to determine whether there is practical value in obtaining periodic life certificates’ 
from annuitants. Accordingly, during the year the Branch mailed certificates to 28,000. 
annuitants. | 

The final results of the test are not yet available. However, at November 30, 1967 
overpayments disclosed by the examination totalled $11,700, including one of $6,100) 
resulting from continuation of payment of a life annuity for ten years after the death of 
the annuitant. Recoveries of $8,100 had been made and payments of annuities were being 
withheld in 25 cases which were still under investigation. The estimated cost of the test 
was $16,700 and consideration was being given as to whether the results obtained war- 
ranted the extension of the confirmation to the balance of the annuitants and the estab- 
lishment of a regular periodic confirmation of all annuitants. | 


In our view periodic confirmation of the existence of annuitants is essential and weal 
think the results already obtained from the test confirm this. The obtaining of life 


! 
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certificates is, and always has been, an established requirement in most Commonwealth 
countries. In the United Wagudomn the obtaining of life certificates is an established 
procedure of all pension-paying authorities, 


84. Subsidies to Canadian Government Annuity agents, All agents employed in the 
‘sale of government annuities are appointed as “temporary agents’ and their remunera- 
tion is set by the Minister of Labour under authority provided by the Government 
Annuities Regulations. Agents are paid a percentage of the premiums collected on annuity 
contracts, subject to a maximum commission with respect to each contract. With effect 
from July 1, 1966, the Minister has authorized a monthly floor or guaranteed income 
for each agent working full-time (38 in 1966-67), based upon the individual average 
monthly earnings in 1965-66. The monthly guaranteed income was 80% of average 


monthly earnings for the period July to September 1966 and 90% for the period October 


‘1966 to March 1967. 


| The introduction of the guaranteed income feature arose out of the fact that, due 


to less favourable interest rates, government annuities have not been priced competi- 
tively with annuities offered by insurance companies for at least two years. This has 
resulted 3 in reduced annuity sales with a reduction in agents’ commission earnings. Unless 
earnings could be maintained at a reasonable level it was evident that the Annuities 
Branch would lose some members of its sales force to other employment. The Branch was 
anxious that its experienced sales force be not depleted until a decision had been made 
by the Executive as to whether the interest rate structure of government annuities should 
be brought into a competitive position or, as recommended by the Royal Commission on 
Government Organization, the sale of government annuities should be discontinued. 
| The cost of this guaranteed monthly income arrangement in 1966-67 was $43,000 
or approximately 25% of the actual commission earnings of $173,600. An examination of 
subsidy payments disclosed: 

(a) five agents who earned more commissions in 1966-67 than in the previous year ($26,247 


| against $24,470) also received, because of the monthly guarantee, a total of $2,241 in 
| subsidies; and 


(b) eleven agents received subsidies totalling $8,907 which brought their individual 1966-67 


| incomes above those of the previous year, although commissions earned were less by 
| $5,717. 


The guaranteed income arrangements were continued until November 30, 1967 when, 
vy direction of the Cabinet, the promotion of the sale of government annuities was dis- 
*ontinued. Commissions will not be paid for new annuities after that date. 
85. Municipal winter works incentive program. Incentive payments from the incep- 
ion of the first municipal winter works program in 1958 have amounted to $216 million. 
References were made in our 1965 Report and our 1966 Report (paragraph 74) to 
his program under which Canada, by agreement with all of the provinces and the terri- 
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tories, has undertaken to pay 4 percentage of direct labour costs incurred on site on 
accepted winter works projects undertaken by municipalities, Indian bands and unor- 
ganized settlements. 

Our 1965 Report drew attention to the inadequacy of the audit of claims against the 
Federal Government being made by or on behalf of some of the provincial auditors. We 
reported also that our test examinations indicated that the effectiveness of the program 
in providing benefits to those whom it was designed to assist was somewhat less than 
its potential and that there was need for a more specific spelling-out of the terms of the 
agreements. Also drawn to attention was the fact that instances of fraudulent and irregu- 
lar practices had been disclosed by some of the audits carried out by provincial auditors. 

Our 1966 Report stated that our examinations in 1965-66 indicated that verification 
of claims by or on behalf of the provincial auditors was being extended. It also stated 
that one province continued to be reluctant to permit members of the Audit Office to - 
examine the records of its municipalities, that again no examinations of these records | 
had been made, and that examinations of the other provincial and municipal records and 
of reports of provincial auditors relating to claims for the 1964-65 program showed a con- » 
tinuation of substantially the same irregular and questionable practices as were noted in» 
the preceding year’s examinations. We also reported that for the 1966-67 program the - 
terms and conditions which had been proposed to the premiers of the provinces had 
imposed greater restrictions than those of prior agreements with a view to preventing | 
any possible misunderstanding of the intent of the program and to curbing the question- 
able practices which had arisen. 

The Public Accounts Committee in its Thirteenth Report 1966-67 expressed con- 
cern with the practices which had developed and stated that there should be a closer - 
liaison between the administering department and the auditors examining the winter 
works expenditures for the provinces (see Appendix 1, item 53). It also requested the 
Auditor General “to continue to watch the situation closely and advise the House thereon | 
in due course’. . 

Our examinations in 1966-67 in respect of the 1965-66 program indicated that, with 
one exception, satisfactory examinations of expenditures are being made by or on behalf | 
of the provincial auditors, and that substantially the same questionable practices noted | 
in the preceding years’ examinations, mostly arising out of varying interpretations of the: 
terms and conditions, continue to be encountered. | 

Because of the time lapse which occurs between completion of projects by the 
municipalities and submission of final claims by the provinces, the bulk of the reimburse- | 
ments to the provinces is made in the fiscal year following that in which the costs are 
incurred by the municipalities. Accordingly, our examination of claims and records in any | 
fiscal year pertains to winter works carried out in the preceding year. Therefore, while the 
greater restrictions proposed were accepted by the provinces and territories, the extent: 
to which the questionable practices referred to have been curbed as a result of the revi- 


sions to the agreements in 1966-67 cannot be determined until examinations in 1967-68 
are completed. | 
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86. Joint auditing arrangements with respect to provincial corporations financed 
from federal funds. With the authority of the Governor in Council, the Minister of Man- 
power and Immigration has entered into agreements with the provinces of Alberta, 
ee Ontario, Nova Scotia and Prince Edward Island whereby each province 
procures the incorporation of a corporation to facilitate and promote research into the 
‘utilization and development of manpower resources. It is expected that agreements will 
‘also be entered into with the other provinces. The agreements provide that the costs 
of incorporation and all costs of operation shall be borne by Canada and that the accounts 
‘shall be open to inspection by Canada and the provinces and “shall be subject to audit 
at least once a year, by the Auditor General of Canada”. No funds had been paid to these 
corporations to the end of the year. 

; We have been informed that steps are being taken to appoint the Auditor General 


of Canada and a public accounting firm as joint auditors of each of the provincial cor- 
porations. 


| 87. Travel by private motor car. In paragraph 77 of our 1966 Report it was noted 
that when servicemen use their personally-owned automobiles, in lieu of public trans- 
portation facilities, for their own convenience on temporary duty trips, special leave, etc., 
they are allowed to claim reimbursement of their expenses on the basis of all- Laat 
ileage rates which cover transportation, meals and accommodation. We further noted 
that as no receipts are required to support reimbursement there was no direct evidence 
that the trips were made in the manner claimed. We suggested that the Department 
require claims for mileage allowances at the all-inclusive rates to be supported by a special 
Wtifoate of an officer who has knowledge that the trip was actually undertaken as 
claimed. 
_ We were subsequently informed that, in the opinion of the Department, to carry 
out this suggestion would require the certifying officer to conduct an investigation of that 
aspect of each claim, and that such a procedure would not be warranted unless there was 
evidence of widespread submission of false claims. 
| By an amendment dated May 11, 1967 to the Service regulations, which authorize the 
use of automobiles for temporary duty travel, a serviceman may now use “a deni 
motor car”. Previously he was required to use his ‘ ‘personally-owned motor car’. In 
20nsequence of the change in the regulations, service orders, which required that the 
slaim for mileage allowance show the serviceman’s “licence number which has been 
»xamined by the authorizing officer to establish the validity of the licence and his owner- 
ship of the vehicle”, were revised in October 1967 and this instruction deleted. The new 
nstruction merely requires that the claim show the private motor car licence number. 
As the Department is not prepared to require evidence that a trip was actually made 
n the manner claimed, we cannot establish that all claims paid are bona fide. 


88. Use of departmental vehicles. In our 1966 Report (paragraph 83) we noted that 
he use of Department of National Defence vehicles continued to be at variance with 


J 
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y and that a study had been under way since November 


the Treasury Board’s general polic , 
diets between present practices and Treasury 


1964 with a view to eliminating con 
Board policy. 

Although the Department ‘ssued new administrative orders in this connection on 
September 6, 1966, they still permit certain non-military use of vehicles, such as by 
dependants for recreation and shopping, which is contrary to Treasury Board policy. 


We had also noted that in 1965-66 a special study was being made of passenger cars 
and chauffeurs maintained by the Department of National Defence for the use of senior 
military and civilian officers. This study has not yet been completed and cars and chauf- 
feurs continue to be assigned to senior military officers in Ottawa for transportation to 
and from their residences and for their use during the day. 


89. Special benefits to personnel released from Canadian Forces. In our 1966 Report — 
(paragraph 78) we noted that Order in Council P.C. 1964-684 of May 7, 1964 approved 
“an Order governing special benefits for officers and men released or denied re-engage- 
ment solely by reason of reductions in establishments”. This Order in Council was revoked 
and replaced by Order in Council P.C. 1964-15/ 1239 of August 13, 1964 which, although it | 
contained the preamble cited above, authorized the inclusion of medical releases in the » 
category of persons who were entitled to the benefit. An amendment to the Order, 
authorized by Order in Council P.C. 1966-4/106 of January 19, 1966, terminated authority 
to pay special benefits for releases on medical erounds after September 1, 1965. 

During the two-year period from May 7, 1964 to May 6, 1966, when the plan — 
terminated, some 3,322 members of the Forces had received special benefits at an — 
estimated cost of $9.8 million. 


Subsequently 41 members released on or before May 6, 1966 received benefits © 
amounting to $214,000. In addition three senior officers were paid $32,037 on an ex gratia 
basis because their releases had been delayed for practical service reasons beyond May 6, ° 
1966 and three non-commissioned officers received benefits amounting to $10,310 on an © 
ex gratia basis for medical discharges approved after the September 1, 1965 cut-off date, | 
because of administrative delays. This brought the total number who received special 
benefits to 3,369 and the total estimated cost to $10.1 million. | 


In January 1967 the Treasury Board, following approval of these medical releases | 
by the Governor in Council on an ex gratia basis, requested the Department to review | 
the service files so that all remaining cases might be identified and considered. Accord- 
ingly, a study was undertaken to determine the officers and men who had a reduced 
medical category and a subsequent delayed release for the same medical defect responsible’ 
for the reduced medical category and it is estimated that there are 40 such cases. | 

90. Payment of re-engagement bonuses. As stated in paragraph 80 of our 1966 
Report, approximately 64,000 personnel were paid re-engagement bonuses aggregating 
$22,728,000 in 1965-66 pursuant to Order in Council P.C. 1966-1/335 of February 22, 1966. 
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| During the period from April 1, 1966 to J uly 1, 1967, the date on which the payment 
of the bonus terminated, an additional 20,750 personnel received bonuses amounting to 
$18,434,000, bringing the total amount paid out since the inception of the plan to 
$41,162,000. 

| Our examination this year revealed eight instances where re-engagement bonuses 
were paid despite the fact that at the time the documents for payment were being 
processed the Department was aware that the service members were being released and 
would not be re-engaged. It is obvious that these payments did not contribute to the 
ourpose of the plan which was designed to help stem the loss of skilled personnel, 


| 91. Payment of re-engagement bonuses to servicemen entitled to benefits for 
premature release. In last year’s Report (paragraph 79) we noted that, during the course 
of implementing reductions in establishments in connection with the reorganization of 
she Forces, difficulty had been encountered in retaining skilled personnel and, as an 
neentive to encourage this category of servicemen to remain in the Forces, the Queen’s 
Regulations and Orders for the Canadian Forces had been amended by Order in Council 
PC: 1966-1/335 of February 22, 1966 to provide, effective February 1, 1966, for a re- 
‘ngagement bonus of $200 for each year of the re-engagement period to personnel of the 
%egular Forces at first and subsequent re-engagements. 

We reported that approximately 463 personnel on strength on February 1, 1966, who 
vere either in receipt of or eligible for the special benefit for premature release, had also 
yeen paid re-engagement bonuses for the portion of the re-engagement from the effective 
late of the regulation to the date of their release, and we observed that in our opinion 
t was illogical to pay to the same servicemen benefits for both premature release and 
e-engagement. 

___A total of 494 service members have received, in addition to the special benefit for 
remature release, re-engagement bonuses totalling $28,500. 


| 92. Pension awards effective at an early age. In previous Reports (paragraph 81 in 
966) reference was made to the number of servicemen being retired with immediate 
nnuities at an early age, in some instances under 30, and we reported that 752 servicemen 
ged 40 and under were released during 1965-66 with immediate annuities aggregating 
1,020,000, ranging in amounts from $308 to $3,863. 

_ During the year an additional 436 servicemen in this category were retired with 
nnuities totalling approximately $664,102. 

The Public Service Superannuation Act provides for deferred annuities payable at 
ge 60 where persons retire prior to the specified minimum retirement age. As previously 
sported, the Department of National Defence had considered the advisability of in- 
‘oducing deferred pensions, under the provisions of the Canadian Forces Superannuation 
ct, similar to those available to civilian employees, but its review of the Act was deferred 
lowing the decision to integrate the Forces. 

__ The review has now been completed and the Department has submitted its proposals, 
‘eluding the matter of deferred pensions, to a committee of the Cabinet (see Appendix 1, 
em 15). 
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93. Responsibility for the provision and operation of research vessels. In paragraph 
94 of our 1966 Report we drew attention to the fact that the Department of Nation 
Defence had been providing and operating naval auxiliary vessels engaged in scien tifi 
research for the Defence Research Board, other government departments and agencies, 
and outside organizations. We had requested the Department to consider the general 
question of the responsibility for the provision of ships of this nature because of the 
importance of proper allocation of costs to user departments under the Treasury Board's | 
new concept of financial management. 

In the 1967-68 Estimates the provision for the cost of operating four of the research — 
vessels was transferred from the Defence Services appropriation to an appropriation of 
the Defence Research Board and the funds required for acquisition of a new vessel were — 
‘neluded in another of the Board’s appropriations. However, provision for the operating | 
and maintenance costs of a fifth vessel (being used almost exclusively by the Depart- — 
ment of Energy, Mines and Resources) continued to be made in the Defence Services » 
vote. Furthermore, the two Departments have agreed that the cost of modernizing — 
the vessel, estimated at $725,000, is to be provided for in appropriations of the Depart- _ 
ment of Energy, Mines and Resources while the costs of maintenance and operation — 
for a period of at least five years are to be provided for in the Defence Services appro- 
priation of the Department of National Defence. 5 

This type of arrangement results in an improper allocation of costs and is also un- 
satisfactory in that the total capital cost of the vessel will not be available in the records © 
of either Department. 


94. Excessive advance payments under contracts. Two instances were noted during | 
the year in which excessive advance payments had been made under contracts. In our 
opinion these serve to illustrate that the parliamentary control provided by section 35 
of the Financial Administration Act is circumvented when funds are advanced to suppliers 
in amounts that cannot be justified by accumulated costs, goods received or services — 
rendered. Particulars of these two cases are as follows: | 


1. In March 1966, the Treasury Board authorized the Department of Defence Production — 
to enter into a contract with the United States Government for the re-engining of 
Cosmopolitan aircraft on behalf of the Department of National Defence at an estimated 
cost of $6.7 million (see paragraph 99). 

Although there was no requirement that advance payments be made, the total. 
estimated cost of the contract was deposited with the Treasurer of the United States, 
in March 1966, with instructions to purchase 90-day United States treasury notes on 
behalf of Canada. | 


{ 
| 
| 


2. An agreement for the procurement of Oberon class submarines from the United Kingdom | 
provided, inter alia, that: | 

| 

(a) Progress payments to reimburse the (U.K.) Navy Department for Expenditure incurred under the 
Agreement will be paid by the Minister as follows: | 

(1) During the month of April 1964 the Minister agrees to pay not less than the estimated total 
Expenditure under the Agreement to the Navy Department to 31st of March 1964. | 

(2) During the month of April 1964 and quarterly thereafter, as necessary, the Minister agrees to 
pay not less than one-quarter of the annual estimated expenditure for each financial year. Claims, 


| 
’ 


for payment of phased advances will be submitted by the Navy Department on the first day 


of each quarter. The claims will be based on the estimated spread of costs (suitably revised 
periodically as necessary) communicated by the Navy Department 


(b) Statements representing the actual costs brought to account under the Agreement, will be forwarded 
quarterly by the Navy Department. The total expenditure recorded on the statements will be offset 


against the phased advance payments. 

Although at March 31, 1967 the most recently revised “spread of costs” to comple- 
tion of the contract in 1969-70 called for advances totalling the sterling equivalent of 
only $30.2 million, the Department of National Defence advanced from the 1966-67 
appropriation an additional $1.5 million in April 1967 which brought the total advance 
to $31.7 million. This exceeded the actual costs of $26.9 million incurred to March 31, 
1967 by $4.8 million, which we regard as excessive. 


While the April advance payment, made in accordance with the contract under 


which the Minister agrees “to pay not less than”, meets the requirements for payment in 
| section 32(b) of the Financial Administration Act, it should not have been charged to 
: 
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a 1966-67 appropriation in view of the provision with respect to lapsing in section 35 
of the Act. 


| : : : 

In this particular instance the funds in question need not have lapsed as they could 
| have been used to liquidate some of the unpaid accounts chargeable to the Department 
| of National Defence Vote 15, which at the year-end were in excess of $7 million. 


| 95. Surplus overhauled aircraft engines. In the course of our examination of declara- 
ions of surplus equipment by the Department of National Defence to Crown Assets 
Jisposal Corporation, three cases were noted which illustrate the problems of phasing- 


ut defence equipment, its subsequent disposal and the losses involved. 


: 1. In April 1960, in preparation for the introduction of the CF-104 aircraft, the Depart- 
) ment planned to phase-out the Sabre 6 aircraft by September 1963, later extended to 
| November 1963. As a consequence, the overhaul program for the Sabre Orenda engines 
| was gradually reduced, the last contract being in 1962-63 under which 70 engines were 
overhauled between April 1962 and March 1963. 


| The last 77 engines originally acquired in 1955 at a cost of over $4.7 million were 
disposed of in 1966-67, and our review of the surplus declarations revealed that 39 of 
| these had never been used since their last major overhaul in 1962-63. The cost of over- 

hauling these 39 engines was approximately $390,000, all or part of which might have 

been saved had there been a greater cut-back in the engine overhaul program during 
| the phase-out period. Of these engines, which had cost $62,000 each and which were in 
| an unused state after a $10,000 overhaul, 37 were sold to the original manufacturer for 
$800 each and two, which had been ruined by exposure, had to be sold as scrap. 


Of the 38 engines which had been used since the last overhaul, 19 had to be sold 
as scrap because they had been left exposed to the weather since 1965 and had de- 
teriorated to the point where they were of no value as engines. One of these engines had 
been used for only 6 hours. The remaining 19 engines were sold to the original manu- 
facturer for $800 each. 


/ 2. In late 1963 the one C-5 North Star aircraft in service was reconditioned so as to 
provide “unquestioned structural integrity” to the end of 1964-65, with retention beyond 
March 1965 to be subject to annual review. However, the intended review was not made 
and the three spare engines associated with its use underwent their normal major 
overhaul in early 1965-66 at a cost of approximately $40,000. 

| Early in 1966, after an appraisal of the condition of the aircraft, it was estimated 
| that $298,000 would be required for structural inspection and repairs and $45,000 for 
refurbishment to V.I.P. standards in order to obtain a further 1,500 hours of use. It was 
therefore decided to discontinue the use of the aircraft. 


r 
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This aircraft, with the three spare engines, had been acquired by the Departmen 
‘n 1950 at a cost of $1,226,000. On being declared surplus in June 1966, the aircraft and — 
the three spare engines (unused since last overhaul) were sold for $49,000. 

Aid Office, the Department of National 
as surplus to requirements. These 
00 each in 1943, had not been used 
ernal Aid Office was interested in 


3. Acting upon a request from the External 
Defence in November 1966 reported three engines 
engines, which had been acquired at a cost of $10,0 
since their last overhaul in March 1965. The Ext 


acquiring them for the Government of India. 

This engine powers the Expeditor aircraft which is still in service and there are 368 | 
engines either in service or on hand as spares which continue to be overhauled, as 
required. The three units disposed of in November 1966 (with no running time on them | 
since their last overhaul) cannot, therefore, be considered to have been surplus to re- 
quirements. This being the case, Executive authority should have been obtained for | 
their sale and the net proceeds amounting to $20,250 credited to non-tax revenue 
instead of to the Department’s “Surplus Crown assets” suspense account. 


96. Delay in sale of Crown properties caused by a provincial expropriation. The. 
Department of National Defence has two adjacent properties in Montreal. One is the 
Craig Street armoury built in 1883 on a 1.5 acre parcel of land leased from the City 
of Montreal for as long as it is required for military purposes, and the other known as_ 
the Champ de Mars property is a 4.23 acre parcel of land which had been leased to the: 
City of Montreal since 1889. 

The military need for the armoury was a continuing one and the Department 
decided to try to arrange an exchange of property in order that it would have title to 
the property on which the armoury stood. | 

In 1962 the City of Montreal expressed an interest in acquiring the Champ de Mars 
property as the site for a new court house and the Department proposed that 1.5 acres 
of the Champ de Mars property be exchanged for the 1.5 acre site of the Craig Street: 
armoury. Order in Council P.C. 1964-1103 of July 16, 1964 authorized the exchange and. 
at the same time the Department declared surplus to Crown Assets Disposal Corpora- 
tion the remaining 2.73 acres of its Champ de Mars property indicating that the City 
of Montreal was interested in acquiring it. | 

In April 1965 the Province of Quebec informed the Department that it would 
require a portion of the Craig Street armoury site for the new cross-town highway pro- 
gram, and stated that it wished to occupy the armoury as a temporary Jail. Although there | 

was still a military need for the property, the Department, on April 27, 1965, agreed tt 
occupancy by the Province as of May 1, 1965 on the understanding “that the Province 
undertakes to immediately enter into negotiations with Crown Assets Disposal Corpora: 
tion for the transfer of administration and control of the property from the Crown 1 
right of Canada to the Crown in right of the Province of Quebec’. | 

The Department vacated the armoury and on April 28, 1965 declared the propert) 
surplus to Crown Assets Disposal Corporation, indicating that the Province of Quebe 


1 
t 
| 


was interested in acquiring it and noting that title to the land was in the process of bein 
acquired from the City of Montreal. | 


—_—— ee 
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Before the contemplated exchange with the City of Montreal was completed, the 
Province of Quebec on October 19, 1965 registered an expropriation affecting a portion of 
the armoury site. The action made it impossible for the City to convey title to the Crown 
or for Crown Assets Disposal Corporation to proceed with the sale. Consequently, the 
two reports of surplus covering the residue of the Champ de Mars site and the armoury 
‘were recalled at the request of Crown Assets Disposal Corporation and cancelled by the 
Department in 1966. 


How a provincial expropriation could prevail against land on which a federal building 
ig located is not clear. 

| In the opinion of the Department of National Defence the simplest solution to the 
dilemma would be for the Province to abandon the expropriation affecting the Craig 
Street armoury property. The City of Montreal could then complete the land exchange 
which would enable the Department of National Defence to give the Province good title 


to the property. This opinion was communicated to the Province in January 1966 but 
there has been no response. 


| The problems involved in the disposal of these two properties, together with a 
number of other properties in the Montreal area, are now being considered by a special 
advisory committee established by the Treasury Board which has been requested to 
submit recommendations for an overall solution. (See paragraph 79 of this Report). 


| 97. Hydrofoil development program. In last year’s Report (paragraph 85) attention 
was drawn to the rapidly increasing costs of the hydrofoil development program. 


This program is for the development of an anti-submarine-warfare hydrofoil craft 
of some 200 tons capable of operating at high speeds in the open ocean. The concept of 
a hydrofoil craft, considered to be more economical to build and operate against sub- 


marines than conventional escort vessels, was developed by the Naval Research Estab- 
lishment after several years of experimentation with hydrofoils. 


In May 1963, after two years of engineering studies and model tests, a contract was 
wwarded for the design and construction of a development prototype hydrofoil at an 
astimated cost of $9.1 million excluding the cost of sea trials and spares. At that time 
lelivery was scheduled for April 1966. As the project progressed the estimate of final cost 
wpproved by the Treasury Board was revised as follows: 


Estimate of final cost 


Fighting 

Date of estimate Hydrofoil equipment Total 
ee ea een ee, SENN TOI 9,100,000 $ — $ 9,100,000 
emer omer Sit To. reesei. esi) ao! 11,326,000 ~_ 11,326,000 

He ee yeh od sk cai Sav wand bs cae 16,300,000 — 16,300,000 
NE ns Pe a a 16,300,000 4,355,000 20,655,000 
enn Met iw, £420) ty. bik Pod. ee Lick 21,775,000 4,355,000 26,130,000 
NL a ee a 28,759,000 7,441,000 36, 200 , 000 
ee oe ke 35,992,000 7,930,000 43 , 922,000 


neowen, Uoesee: ego Biri. 39,874,000 10,132,000 50 , 006 , 000 
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Since 1966 the estimates have included a provision of $2 million for post-launch 
modifications, The cost of fighting equipment which is shown to have increased $2.2 
million (28%) during the year now includes $1.5 million for items previously considere¢ 
to be part of the hydrofoil itself. The overall increase of $6 million in the past year from 
$43.9 million to $50 million and a further one-year delay in the completion of the project 
are largely attributable to a fire aboard ship on November 5, 1966. The board which in. 
vestigated concluded that the fire had resulted from the failure of a hydraulic line near ¢ 
gas-turbine engine, the escaping hydraulic fluid being ignited by the engine. 

In summary, the explanations given for the overall cost increase since April 1963 are: 

(1) inexperience of the contractor in this new field which gave rise to underestimates 0 

detailed design, engineering and production requirements; 

(2) underestimates of sub-contract costs by both the contractor and the Department o 

Defence Production; 


(3) underestimates of the volume of manufacturing work, increased requirements due t 
engineering refinements, delays in production, increased shipping and material costs, ete. 


(4) fire damage, subsequent design changes and increased inspection and administration. 


By September 1967, $38.7 million had been expended on the program, an increase 0. 
$7.2 million during the preceding twelve months. The Department advises that the shiy 
launching has been re-scheduled for late 1968 and anticipates completion of the projec 
by mid-1970. 


98. Expenditure on an aircraft simulator. In May 1963 work began on the construc 
tion of a second Argus aircraft operational flight and tactics trainer or simulator for th 
Department of National Defence, under a firm price contract in the amount of $3,172,000 
In January 1964 the contract was terminated because of a general lack of funds in th 
Department of National Defence “which has been compelling us to adjust our genera 
operational posture to the extent that we can no longer justify completion of the pro 
curement”’. | 

It had been estimated that costs on termination would amount to $1.3 million, savin) 
the Department $1.9 million on the contract as well as the cost of constructing a buildin 
for the trainer and installation costs. By April 1965 the contractor had claimed an 
received $1,395,000 in respect of the cost incurred, including a profit factor of 10%. Th 
final audited cost in April 1967, including estimated profit, amounted to $1,348,000 whic. 
indicates an overpayment of $47,000. The contractor, however, disagrees with the audi 
findings. | 

The amount paid reimburses the contractor for his costs and profit at 10%, the ra 
used in negotiating the firm price contract. As the effect of this termination was t 
change the basis of reimbursing the contractor from firm price to cost plus, thus reducin 


his risk, 1t would have been appropriate for the Department of Defence Production t 
negotiate a reduction in the rate of profit. | 


During 1964 and 1965 materials acquired for this contract with a cost value ( 


$490,000 were accepted by the Department primarily for its spare parts inventorit 
while others valued at $115,000, together with a mock-up fuselage manufactured fi’ 
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the trainer by another contractor at a cost of $282,000, were d 
Assets Disposal Corporation and sold for $3,162. 

The Department’s decision to cancel th 
900 including the $47,000 in dispute at the 
as having little value to the Crown. 


eclared surplus to Crown 


is contract resulted in expenditure of $1,677, 
year-end, which can reasonably be regarded 


/ 99, The Cosmopolitan aircraft. In late 1957 the Department of National Defence 
was considering acquiring turbo-prop aircraft of British manufacture of a type in 
zeneral use in Canada. However, at about that time the United States manufacturer of 
she Convair 440 aircraft was replacing its original piston engines with turbo-prop engines 
yn an experimental basis in order to improve performance and prolong the life of the 
irframe. 

| The Canadian subsidiary of the United States aircraft manufacturer advised that 
f the orders for the new aircraft were placed with them the parent company was prepared 
0 transfer the manufacture of the Convair 440 aircraft to Canada, and proposed to 
nstall British manufactured Napier-Eland turbo-prop engines. This proposal was 
ecepted as, among other things, it would help alleviate an anticipated slump in the Cana- 
lian industry following completion of the production of the Sabre jet aircraft, and in 
March 1958 the Treasury Board authorized the purchase of ten Eland Convair 440 air- 
raft (Cosmopolitan). They were delivered between June 1960 and February 1961 at a 
nal cost of $23,260,000 which included $2,809,000 for additiona 


\CAF modifications and $1,520,000 for ten spare engines. 

_ The Napier-Eland engine, which in 1958 had not yet been put into service, subse- 
uently proved to be unsatisfactory and by the end of 1962, when it had been replaced 
y all users except the RCAF, the manufacturer discontinued production. 

In October 1965 when seeking approval of a re-engining program, the Department 
utlined the many problems experienced with the Napier-Eland engine: high main- 
mance costs; high rate of engine failure ; greater frequency of scheduled overhaul 
iereby increasing maintenance costs ; and the limited supply of engines which had 
rought about a sharp reduction in aircraft utilization. It was expected these problems 
‘ould soon force withdrawal of the Cosmopolitan aircraft from service. 


| 


1 tooling required for 


In March 1966 the Treasury Board authorized a re-engining program for seven of 
1e aircraft and a contract was entered into with the United States Government. The 
ntract was completed at an estimated cost of $6.7 million and the last aircraft returned 
) service one year later. 

_ In summary, the acceptance for transport aircraft of an engine which had not been 
*monstrated as satisfactory in actual service resulted in abnormally high maintenance 
sts, a substantial reduction in aircraft utilization and a costly re-engining program. 


100. Purchase of surplus aircraft. In July 1960 a regional airline purchased two, and 
ntracted to borrow a third, used Eland Convair 040 aircraft from a Canadian ma- 
ifacturer in anticipation of obtaining exclusive rights to an air route. While serving 
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this route for about a year in competition w ith another airline, it sustained serious finan 
cial losses attributable in part to difficulties experienced with the Napier-Eland engines 
From information on file it appears that the manufacturer of the engines later made 
settlement of $341,000 with the airline with respect to the engines on these aircraft, 
When it became apparent that the airline would not obtain exclusive rights to the route 
;t returned the aircraft to the manufacturer on the grounds that the operating require- 
ments of the airline had not been met, and that this was an essential condition to the 
purchase of the aircraft. 

The manufacturer agreed to release the airline from its commitments when, on 
March 30, 1962, the Department of National Defence agreed to purchase all three 
aircraft and spares on a “where is as is’ basis at a cost of $2,997,000. 

These three aircraft were basically the same as the Cosmopolitan aircraft being, 
operated by the RCAF and were powered by the same engines that the Air Force had. 
already found to be unsatisfactory (see paragraph 99). Flying hours for the three alr- 
craft at time of purchase by the Crown totalled 3,934 and a further 4,493 hours were 
accumulated prior to their disposal as surplus in May 1966 for $1,174,000. 

Attention is drawn to the unusually low rate of utilization of these aircraft during 
their service with the RCAF which averaged only 30 hours per aircraft per month 
compared with an average of 63 hours per aircraft per month for Cosmopolitans during 
the year ended July 1967. | 

101. Refit and improvement of HMCS Bonaventure. The keel of this aircraft carrier | 
was laid in 1942 and the hull was acquired from the United Kingdom in 1952. After | 
completion by the original builder in 1957 she was commissioned as HMCS Bonaventure, 
the total cost being in the neighbourhood of $30 million. | 

In 1964 a mid-life refit and improvement program was planned and according to él 
estimate submitted to the Treasury Board in January 1965, the cost was expected to be: _ 


Week Sah IN Tb, se ee a ee ee 
Improvemerta 0 DEV Sas ae te Ie a ES Oe ee 2,300,000 ~— | «| 
Hisotrnaie sampment. 2/75 sativa 2. ob ene sOdTAUS. OIG SE. . CI he 1,500,000 | 
ontinweey ono $< atutteae fect eee, eek» FER: cote . be PR Cee ee eee 200 , 000 

$ 8,000,000 | 


Tenders were invited and by the spring of 1966 contracts had been awarded for the 
supply of materials and equipment at a cost of about $2,230,000 and for the refit at a cost 
of $4,914,000 for specified work. This left $856,000 for contingencies and for about 10% 
of the known refit work which had not been included in the work specified in the refit 


contract because of insufficient time to complete the drawings and specifications 01. 
because the work could not be precisely described. | 
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The refit began in April 1966 and it soon became apparent that the amount provided 
or contingencies would be inadequate. In November 1966 the Treasury Board approved 
increase of $3.8 million in the estimated cost of the refit program as follows: 


Repairs to boilers, main machinery, turbines, ete 


PE Ria SERNA a ee “ID $ 1,612,000 
| Sere MP BUSANOEY TORT TY is ss ss swims ennpsemandnecs.s..... ... 600 , 000 
| Painting the ship’s flight deck, sides, bottom and interior........................... 400 ,000 
An increase in the cost of replacing laundry equipment and deck landing control equip- 

| ene nes SUMMER TEE. CAPE mL, CLIC MBE, Uy. SN RRR Oy) Geom ha: 300 , 000 
| Rehabilitation of accommodation, stores, furniture, etc.................0..00-6..... 200 , 000 
| Bere SU yenOemat Uy OS Fes policy ttle’. Lind ad. und te 658 , 000 


$ 3,770,000 


| 
| 
_ The Treasury Board subsequently authorized amendments to the refit contract 


nder which a total of $1,021,000 was spent for painting, an increase of $621,000 over the 
400,000 provided in the revised program estimate. 


The increase of $658,000 in shipyard costs included $48,000 to compensate for late 
elivery to the shipyard of materials purchased by the Department of Defence Production. 
hat Department has been unable to establish who was responsible for the delay. The 
310,000 balance of the increase in shipyard costs was a consequence of the unexpected 
\crease in the work and the corresponding prolongation of the contract from April to 
eptember 1967. 

_ The Department of Defence Production intended to award the main contract on the 
Asis of a fixed price for specified work and fixed labour rates for additional work that 
ight become apparent as the refit progressed. To this end the Department included the 
lowing clauses in the contract: 
| Statement of Work 
(c) [The contractor] will be required to undertake work arisings and defects resulting 
from the requirement of this contract for inspection and examination of ship and 
components. However, it is understood that such extra work will be the subject of 
separate negotiation and consequent contractual adjustment. 


Basis of Payment 
(b) Additional Work: 


Pee Pirethe (en varA | TROUT. os5 ireidcisilc aac vo no ss od Otel Be $3.95 per hour 
Parolsnawmine Omiteobahour itil uicic oo). 05.018. beorwlela alo: 5.40 per hour 
(111) Material—negotiated costs plus ............c cece eeeeeeecees 7.5% fee 


Additional work (labour) will be introduced into the contract on a firm price basis by 
negotiating the number of hours and applying the applicable charge out rates, (i) and (ii) 
above which include labour cost, overhead and fee but excluding F.S.T. [federal sales 
tax]. Additional material will also be introduced into the contract on a firm price basis 
as per (ill) above plus F.S.T. 
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In August 1966 when it became apparent that the additional work would exceed 
by more than 200% the estimate of 200,000 hours that the Department had advised the 
tenderers it would use for tender comparison purposes, the contractor requested that the 
hourly direct labour charge-out rate be increased from $3.95 to $5.10. After reviewing the 
contract provisions the Department amended the contract to provide for payment of the 
higher rate for hours in excess of 210,000. To October 1967 this had increased the cost by 
over $500,000. 

In addition, although the rate of $3.95 was stated in the contract to include over- 
head, and the new negotiated rate of $5.10 included $1.87 for overhead, it was agreed 
that the contractor would be paid “a firm price of $2,828 per calendar day for services 
supplied to the ship subsequent to the present ship delivery date of 27 April, 1967”. 
These services, including fire guards and utilities, are normal overhead items but ship- 
yards, and particularly this contractor, customarily charge these costs directly to con- 
tracts. As the ship did not leave dry dock until September 12, 1967, this change will) 
cost about $390,000. As the main contract was originally awarded following competitive 
tender, the Department of Defence Production did not request full financial information| 
at the time these increases were being negotiated. 

Department of National Defence accounts do not provide an overall record of the 
costs of the refit. However, costs compiled from departmental files and memoranda ac-: 
counts indicate that to November 1967 expenditures total $11,492,000 with a further 
$1,137,000 expected. These figures do not include the cost of materials supplied from 
stores, certain charges for freight, express, cartage, customs duty and sales tax, and 
costs of labour provided by departmental service or civilian staff together with appro-. 
priate charges for overhead. 


102. Additional costs of airfield traffic control installations. In May 1963 a contract: 
was awarded for the installation of airfield traffic control systems at nine RCAF stations) 
at an estimated cost of $180,550, later increased to $183,110. The work at two of the 
stations had been cancelled in the meantime. | 

In the course of the work the contractor discovered that departmental records of; 
landline circuits, installed some years earlier to connect control towers to remote points: 
on the airfields and approaches, were unreliable and out-of-date. He therefore had to trace 
the circuits and test in order to identify them. The situation was further complicated 
by the unserviceability of some lines and the need to retest them after repair or re 
placement by the Crown. 

The contractor claimed $10,216 for this additional work which, following approva’ 
by the Treasury Board, was paid in January 1967, bringing the total amount received) 
by the contractor for the seven installations to $193,326. | 


103. The counter-mortar radar. During 1958 Canadian Arsenals Limited com) 
pleted at a cost of $805,000 the manufacture of a prototype vehicle-mounted radar system 
for locating enemy mortars, which had been designed by the National Research Council. 


, 
: 
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In June 1960 Canada demonstrated this system in competition with two other NATO 
countries and one country which required 22 expressed interest. 


| Although another country was quoting about $70,000 for a similar radar unit, the 
Department of Defence Production in February 1961 sought and obtained Treasury 
Board approval in principle for the production of ten units for the Canadian Army at 
an estimated cost of $1,802,000, based on a price of $125,000 each plus $550,000 for the 
establishment of production capacity which it was expected would be recovered on the 
anticipated sale of the 22 systems. At this time the contractor was authorized to proceed 
with preproduction engineering and tooling subject to a financial limitation of $200,000. 


In April 1961 the prospective foreign purchaser advised that it was no longer in- 
Wirested in further evaluation of the Canadian system as it had decided to purchase a 
prototype system from another country, Notwithstanding this, the Treasury Board con- 
firmed its approval and authorized expenditures totalling $2,287,000 on preproduction 
costs and the production of ten systems, the contracts being entered into in August 1961. 
The reasons given in the departmental request to the Treasury Board for authority to 
enter into the contracts were that if the project were cancelled a termination payment 
of up to $200,000 would have to be made to the contractor who had begun the preliminary 
work in April 1961; technical experience and anticipated employment for about 200 
Canadians for one and one-half years would be lost; and Canada’s international reputa- 
tion might be damaged as it had already been announced that production would be com- 
nenced to meet Canadian requirements. 


| The approved expenditure of $2,287,000 included $632,000 to be charged to Depart- 


nent of Defence Production Vote 69, 1961-62, for the establishment of production 
apacity although such assistance had previously been confined to companies that had 
yeen successful in outbidding foreign firms in the export market. 

| In March 1962 the country that had originally expressed interest in acquiring the 
2 systems placed an order for one production model which was delivered in September 


962. One other system was sold to another government in October 1963. 


On completion of the work, costs will have increased $2,087,000 over the original 
‘stimate because: 


(1) of the unsuccessful attempt to shorten normal production time of 18 to 24 months, to 12 
| months in the hope of gaining a competitive advantage in the export market. This cost 
about $50,000, which was specifically provided for in the contract ; 
| (2) the drawings and specifications prepared by Canadian Arsenals Limited and supplied 

to the contractor were incomplete and out-of-date as indicated by modifications and 
| approved design changes amounting to $247,000; 
(3) of items not included in the original estimate: 


spare parts, maintenance equipment and manuals......................... $ 892,000 
een rama eeet. Feil Say or dt Tad, ett, Ob cee 209 , 000 
heat exchanger and power supply...............cccececcecececcccvccuces 144,000 
INN AME AE ee ks se nis once dns ts coc tw tela tee 142,000 
; ERT PE eee Ree od se cd leak ote ete ee 59,000 


——___. 


$ 1,446, C00 


sting, redesign, retooling and reworking caused by (1) | 


(4) of production delays, overtime, te call 
and (2) above for which the Crown paid $344,000 including $116,000 paid in 1967-68. — 


of establishing production capacity were recovered through | 
uiring ten counter-mortar radars for the Canadian — 
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As none of the costs 


export sales, the total cost of acq 
Army will be about $3,889,000, exclusive of original development costs. 


104. Construction costs of under-water weapons range. In September 1964 the 
Treasury Board authorized the construction of a building complex for the Department 
of National Defence—Navy at a cost not to exceed $490,000. Construction was planned 
in four phases, the Department of Public Works being responsible for phase one and 
Defence Construction (1951) Limited for phases two, three and four. 

The contract for phase two, awarded in September 1965 in the amount of $296,200, 


‘neluded the installation of an under-water duct system encased in concrete. In October: 


1965 it was decided to change the design of the under-water installation. The contractor) 
submitted a quotation of $93,000 for diving costs if the additional work had to be com-. 
pleted in 10 weeks or $45,000 if the work could be extended over a period of 18 weeks, 
materials, labour and equipment rentals on a cost-plus basis being extra. Since it was) 
considered that 18 weeks was too long for completion and that by utilizing Navy divers a 
minimum of $45,000 could be saved, the contract was amended whereby the contractor 
would supply materials, labour and equipment and the Department of National Defence— 
Navy would carry out the under-water work. Work was commenced by Navy person- 
nel in November 1965 but was not completed until May 1966. The final cost of phase 
two amounted to $348,300 exclusive of the cost of the Navy’s work. | 
In June 1966 the Treasury Board raised the cost limitation by $30,000 to $520,000 
without having been made aware of the Navy’s contribution to the project. | 
Phases one, three and four were completed at a final cost of $163,200 bringing the 
total recorded cost of the project to $511,500. Inclusion of the cost of the Navy’s work. 
estimated at $50,000, brings the cost of the completed project to $561,500 or $41,500 ir 
excess of the amount approved by the Treasury Board. q 
When the value of labour and material supplied by the Department together witl | 

the related overhead is not included in the cost of a project, such cost can be seriously} 
misleading. Because of this the Department has had a standing instruction since 196. 
that estimated project costs must include the cost of material, whether purchased directh 
or supplied from stocks, and all labour whether employed directly for the Job or provider 
! 


by departmental service or civilian staffs, together with appropriate charges for overheat 


The instruction appears to have been disregarded in this instance. 


105. Naval architects’ fees. In March 1965 the Department of National Defence 
requested the Department of Defence Production to obtain the services of naval arch 


tects to assist in preparing structural drawings for a new type of ship and to provide othe 
| 


related services. 
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When negotiating with the architects the Department of Defence Production sug- 
gested that in view of uncertainties as to the extent of the work, particularly with regard 
to the time required for consultations, it might be more appropriate for the architects 
to quote on the basis of cost plus a fixed fee rather than a frm price. The architects quoted 
on both bases and a firm price of $8,010 was agreed to in May 1965. 


In November 1965 shortly after completion of the work, the architects claimed 
$26,490 which was $18,480 more than the agreed firm price, stating that until they 
received the lines plans and general arrangement drawings of the ship four days after 
signing the contract, they had not appreciated the amount of work involved. The reason 
offered by the architects for not renegotiating the contract in May was that they were 


ander pressure from the Department of National Defence to proceed with the work. 


| In March 1966 the architects were paid an additional $6,255 for work required to 
somplete the contract, which had not been anticipated by either the Crown or the archi- 
sects. 

| In March 1967, after further representations, the Treasury Board approved payment 
of an additional $4,485 representing 907% of the architects’ unrecovered costs as estab- 
ished by audit, bringing the total cost to the Crown to $18,750. 

| 106. Purchase of buses which proved to be unsatisfactory. In June 1962 tenders were 
nvited for the purchase of 34. intercity type 40-passenger buses for the Department of 
National Defence—Army and a contract was awarded to the lowest tenderer who sup- 
ylied a bus of separate chassis and body design at a firm price of $636,612. The price was 
ater increased by $12,580, the cost of modifying the luggage space to meet the stowage 
equirements which had not been satisfactorily defined in the specifications. This brought 
he amended contract price of $649,192 to within $36,000, or $1,059 per bus, of the 
2cond lowest tenderer who offered a bus of integral body and chassis design and had 
reviously supplied most of the Department’s bus requirements. 

_ At the time the contract was placed Army specifications did not require integral frame 
onstruction, although this was a requirement of the RCAF specifications for an intercity 


| 
} 


us and is the body design favoured by most commercial users. There are now uniform 
decifications throughout the Defence Forces requiring integral design for an intercity 
ype bus. 

In October 1964, a departmental report on the buses acquired listed 20 different types 
r failures or defects. Major failures occurred in engines and clutch assemblies. Among 
1e built-in defects common to all vehicles was that spark plugs on the right side of the 
igine could only be reached by dismantling the side of the bus, and then cutting a rec- 
ngular port in the compartment wall. We were unable to determine why some of the 
sfects were not discovered prior to acceptance of the buses. 

A settlement under the contract warranty covering the cost of repairs resulting from 
ulty manufacture, material or workmanship was made in January 1967 in the amount 
' $40,669. In addition, the manufacturer agreed to undertake a test program to deter- 
ine the causes of the defects and failures. As a result of the test program the man- 
acturer decided to carry out two re-work programs, one completed in October 1965 
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and the other in November 1966, during which modifications were made, the parts and 
labour being paid for by the company. 

During the interval between the delivery of the 34 buses and the first re-work 
program, 41 major engine failures and 78 clutch failures occurred; and between the 
first and second re-work program 21 more engines failed, while no significant reduction 
sn the number of clutch failures was observed. 

Notwithstanding the efforts of the manufacturer and the Department to rectify 
the various defects and failures, the cost of maintenance and repair of the buses con- 
tinued to be abnormally high. 

At March 31, 1967, after three years of service, maintenance and repair costs (ex-. 
cluding those effected at “unit” level) amounted to $235,595 or 15.7 cents per mile, 
compared with $146,288 or 6.6 cents per mile applicable to another fleet of 40-passenger 
buses of the type offered by the second lowest tenderer. | 

We were unable to determine the reasons for the continued unsatisfactory per- 
formance of these vehicles, but 1t may be significant that they were basically a modified 
school bus which is not considered to have the inherent strength to perform as an inter- 
city bus at a satisfactory cost level for the life span required. 


107. Excessive payments to municipal school board. In our 1965 and 1966 Reports 
(paragraph 93 in 1966) we referred to excessive payments made by the Department of 
National Defence to a municipal school board under an agreement entered into in June 
1957 to provide schooling for dependent children of servicemen residing in married 
quarters at an RCAF station. The total overpayments over the years to June 1965 were 
estimated at $191,000. 3 

Having failed to induce the school board to refund the amount overpaid, the Depart: 
ment had taken steps to avoid further overpayments by paying only 50% of the schoo. 
board’s monthly billings. In February 1966 the school board had sought additiona 
capital assistance from the Department with regard to a further expansion of the school 
but a decision on this was being withheld pending receipt from the school board of { 
satisfactory proposal for settlement of the outstanding debt. 

The amount of the overpayment is still in dispute but payments of monthl 
billings submitted by the school board since December 1966 amounting to $16,000 hav 
been withheld. We understand that an agreement has been reached whereby one-tent. 
of the total amount overpaid will be withheld from payments to the school board at th 
beginning of each school year until full recovery has been effected. | 

In the meantime the Treasury Board on September 6, 1967 approved paymer 
of $100,000 during 1967-68 as an additional capital assistance grant for expansion of th 
school. | 

fees | 

108. Cost of terminating leases for communication facilities. In both our 19695 at 
1966 Reports (paragraph 88 in 1966) we have drawn attention to Canada’s share of tl 
cost of terminating leases for communication facilities under the terms of cost-sharil 
agreements with the United States. | 
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The closing of a number of radar stations and control centres forming part of the 

Jontinental Air Defence Integration North communication system in 1965-66 cost Can- 

a $1,170,000 in that year. During 1966-67 contracts covering rental of certain landlines 
und on-base telecommunication and ancillary equipment were also terminated because 
of a continuing reconfiguration of this particular system. The termination charges paid 
luring the year approximated $1,860,000 of which Canada’s share was about $900,000, 
thereby bringing the total cost to Canada to $2,070,000. 
) 
109. Cost of disposal of aviation gasoline reserve. In 1963 the Department of Defence 
?roduction entered into a contract for the supply of aviation gasoline to an air base near 
St. John’s, Nfld., which also provided for the maintenance of a reserve of 620,000 gallons 
f gasoline. The contractor agreed to maintain the reserve as well as the Crown-owned 
torage facilities without charge on the understanding that he could supply other cus- 
omers from the same facilities and that the Crown would purchase the reserve if the 
ontract were terminated or subsequently awarded to another contractor. 


Although the air base was closed in April 1964 and the property turned over to the 
Jepartment of Transport, it continued to be designated as an emergency air field and 
ae gasoline reserve was maintained. No consideration seems to have been given to pos- 
‘ble alternative arrangements for an emergency fuel supply until January 1965 when 
1e contractor, anticipating no sales in the foreseeable future, requested that the Crown 
uy the reserve for about $175,000 or pay a $20,000 annual fee to cover his evaporation 
»sses, cost of working capital invested in inventory, etc., and assume the $25,000 annual 
ost of maintaining the quality of the gasoline. 

_ This fee was paid for a period of 14 months to May 1966 when it was decided to 
ispose of the reserve because the cost of maintaining it, amounting to approximately 
15,000 annually, was considered to outweigh the advantage of having the gasoline 
amediately available at all times. 


; 


__ As the Crown could not use the gasoline unless it were transported to another air 
se, it was decided to pay the contractor $54,000 to return the bulk of it to his own 
finery and relieve the Crown of its obligation to purchase it. An additional $16,000 
as paid to the contractor to cover the purchase price of 57,090 gallons of gasoline that 
tuld not be readily removed from the storage tanks. This was declared surplus and gold 


another oil company for $1,500. 


_ Departmental records indicate that 400,000 gallons of this type of gasoline had been 


ed at this air base in 1964-65 so it would appear that most of the gasoline could have 
en used in normal operations and expenditure of much of the $91,500 could have been 
‘oided had the decision to dispose of the reserve been made at the same time as the 
cision to discontinue use of the air base. 


110. Costs incurred on a project indefinitely suspended. In August 1963 a contract in 
€ amount of $24,630 was awarded for the construction of a sewage stabilization pond 
Camp McGivney, N .B., the work to be completed by October 1963. 
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In October 1963 the contractor advised that he had experienced difficulties with the 
excavation, having to remove substantially greater quantities of material than indicat : 
in information supplied by the Crown. When it became apparent that an addition 
$9 240 would be required to complete the project and that the future of the Camp was in 
doubt, the contract was cancelled and the contractor was paid a total of $24,743 including — 
$1,619 in cancellation charges. Final settlement was delayed until June 1966, the con- 
tractor having gone bankrupt in the interval. 

We understand that it is unlikely the project will be completed. 


111. Cost of delay due to change in specifications subsequently withdrawn. Defence 
Construction (1951) Limited awarded a firm price contract in October 1958 for the 
construction of an Army stores depot at Valcartier, Que. The contract price, as amended, 
was $407,000 with completion scheduled for the end of October 1959. 

Because of severe winter conditions, the contractor was approximately two months) 
behind schedule by April 1959 at which time an addendum to the contract specifications) 
was issued requiring the contractor to provide prices for five alternative ways of making) 
a proposed change to the heating system. 

Some four months elapsed before the contractor submitted quotations due in part to 
the number of alternatives requested. The lowest quotation of $40,656 was considerably 
in excess of the original Department of National Defence estimate of $16,000, and after: 
reviewing the cost and considering the potential value of the proposed change, over a 
period of about three and a half months, the Department of National Defence cancelled 
the addendum and the Company instructed the contractor to proceed with the original 
plan. During this period the contractor had to delay certain parts of the work because of 
the nature of the proposed change, a delay which he stated forced him to work through 
a second winter, to completion in June 1960. | 

In April 1960 the contractor claimed $40,000 as compensation for the additiona. 
costs he attributed to this delay, increasing his claim to $52,000 in August 1964. | 

In May 1966 the contractor was paid $18,300 which, together with $3,200 paid ir 
June 1961, brought the settlement to $21,500, the Crown’s estimate of the cost of thi 
“addendum” delay. This payment brought the cost of the building to $428,500. | 

112. Additional cost resulting from failure to exercise option to renew a lease. L 
building was leased in Montreal by the Department of National Defence for a period 0 
four years and ten months from July 1, 1960 to April 30, 1965, at an annual rental ¢ 
$34,500. By an agreement entered into with the lessor on November 27, 1964 the leas 
was renewed for a further term of two years from May 1, 1965 to April 30, 1967. f 
clause of the agreement gave the Minister of National Defence the option of renew! 
for suecessive terms of two years at the same basic rental, provided the Department not 
fied the lessor in writing of its intention to exercise the option on or before October 4 
preceding expiry of the current lease. | 


Renewal of the lease was delayed by deliberations in connection with the reorganiZ 
tion of military units in the Montreal area, the notice to renew being given one day la 
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on November 1, 1966. As the lessor was not prepared to renew the lease on the same terms 
and conditions, the lease was renewed for a further term of five years at an annual rental 
of $37,950—an increase of $3,450. 

The additional cost to the Crown through failure of the Department to notify the 


lessor of its intention to exercise the option to renew the lease will amount to $17,250. 

: 

113. Additional cost of using unsuitable material. In October 1964 a firm price 
contract was awarded for the manufacture of coveralls for the Department of National 
Defence at a cost of $76,783 as amended. The fabrics used by the contractor were sup- 
plied as ‘free issue’ by the Crown from stocks it acquired from two suppliers. 

| The fabric acquired from one of these suppliers proved to be difficult to sew under 
normal conditions notwithstanding the fact that it met all the specifications in force at 
the time it was acquired. In April 1965 the clothing manufacturer advised the Depart- 
ment that he had incurred increased labour costs of $7,300 because of difficulties in 
working with this fabric. 

| Tests conducted by the Crown, the supplier and an independent laboratory confirmed 
that the fabric was unsuitable for its intended use. Accordingly the Crown paid the 
slothing manufacturer $6,171 in respect of his additional costs, bringing the total cost of 
shis contract to $82,954. In addition, the Crown paid the fabric supplier $550, half the 
sost of refinishing the unused 23,100 yards of fabric to overcome the problem. Cloth 
specifications now include a clause to the effect that the fabric shall be capable of being 
sewn without difficulty under normal conditions of manufacture. 

| 
114. Cost of re-surfacing bridge in late autumn. In October and November 1965, the 
leck slab on that part of the Jacques Cartier Bridge north of St. Helen’s Island, Montreal, 
vas re-surfaced at a cost of $84,000. Early in 1966 the road surface began to deteriorate 
ind the National Harbours Board’s consulting engineer concluded that the asphalt mix 
1ad been applied too late in the autumn when the temperature fell below an acceptable 


evel. The bridge, however, was not repaired until mid-November 1966. The cost of the 
epairs was $92,000. 


115. Unemployment Assistance. The Unemployment Assistance Act, 1956, ¢.26. 
rovides for payment by Canada to the provincial and territorial governments of 50% 
f the costs of providing assistance to persons unemployed and in need. Our Reports in 
966 (paragraph 97) and prior years have made reference to difficulties in the adminis- 
ration of the Act arising in part from inadequate definitions of shareable costs, 
mbiguities in the text of the Act and the relationship between this program and cate- 
orical programs such as old age assistance and blind and disabled persons allowances. 
‘he Public Accounts Committee in its Fourth Report 1963 concurred in our observa- 
ions (see Appendix 1, item 4). 

In 1966 Parliament enacted the Canada Assistance Plan, 1966-67, c.45, which permits 
le Federal Government to enter into agreements with the provinces to make contri- 
utions to the cost of providing assistance and welfare services, pursuant to provincial 
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law, to all persons in need. It is anticipated that these agreements will in time replace — 
existing agreements with the provinces with respect to sharing costs of unemployment 
assistance and the categorical programs. The Canada Assistance Plan also provides for 
federal contributions to the cost to the provinces of welfare services and mothers’ allow- 
ance programs both of which had previously been excluded from federal aid. 

The Plan should provide the overall co-ordination of assistance programs that has 
been lacking previously. However, while the regulations under the Plan have been formu- 
lated and agreements have been signed with the provinces, the Plan did not come into 
operation until near the end of the fiscal year and we have not yet been able to assess the 
adequacy of this new comprehensive approach to social assistance in overcoming the 
administrative weaknesses noted in previous Reports. 


116. Provincial payments to federal hospitals under the Hospital Insurance and — 
Diagnostic Services Act. Reference has been made in our Reports for the past three years | 
to our inability to determine whether the terms of the agreements with the various | 
provinces under the Hospital Insurance and Diagnostic Services Act, 1957, ¢.28, relating | 
to payments to federal hospitals, were being observed in all cases. This stemmed in part | 
from the fact that: accounting in many federal hospitals did not conform to the Canadian | 
Hospital Accounting Manual which provides a basic accounting system for hospitals; — 
accounting and medical records in some Indian hospitals were inadequate for the prepara- 
tion of the financial returns required by the agreements with the provinces; and in 
some cases rates could not be determined by reference to comparable non-federal hospitals 
because of the specialized nature of many federal institutions. | 


Last year we stated that progress had been made in introducing into federal hospitals 
an accounting system based on the Canadian Hospital Accounting Manual. Ten of the | 
sixteen hospitals of the Department of National Health and Welfare were using the 
Manual and the Department of Veterans Affairs had introduced it at one location and 
proposed to extend its use to its other ten hospitals. Both Departments anticipate that 
an accounting system based on the Manual will be in operation in all of their hospitals | 
in 1968-69 (see Appendix 1, item 55). | 


| 


117. Questionable use of Health Grant funds. The appropriations for the Department | 
of National Health and Welfare provide for General Health Grants to the provinces: 
and territories for various purposes, including General Public Health Grants “to assist 
in extending and improving health services”. A grant in the amount of $58,587 was pro-' 
vided to the Province of Quebee to permit the establishment of an audit and financial 
services section within the Health Grants Services of the provincial Department of 
Health. | 

Since auditing and financial services are generally considered to be normal admin-| 
istrative expenses, it is doubtful whether such services should be supported under a 
Health Grant program whose purpose is “to assist in extending and improving health: 
services’. 


| 
] 
! 
| 
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118. Departmental practices which lack statutory sanction. In last year’s Report 
(paragraph 105) reference was made to four practices of the Customs and Excise Division 


of the Department of National Revenue which lacked legislative sanction. These practices 
relate to: 


(a) refunds of customs duties on an estimated basis; 
(b) sales of goods unclaimed at Customs; 
(c) determination of “sale price” for sales tax purposes; and 


(d) refunds of duty paid on goods diverted to use other than that for which they were 
imported. 


| The Public Accounts Committee in its Kighth Report 1964-65 recommended that the 
practices referred to in (b) and (c) above should receive statutory sanction and in its 
Fifth Report 1966-67 the Committee supported the Audit Office view that the item 
‘referred to in (d) above should receive parliamentary sanction if the practice is to con- 
tinue (see Appendix 1, item 25). 

| There were no amendments to the Customs Act, R.S., c. 58, during the year and 
although there were two Acts ( 1966-67, cc. 40, 79) amending the Excise Tax Act, R.S., 
¢.100, no change was made with respect to the “determination of ‘sale price’ for sales 
tax purposes”. Nevertheless, the practices were carried on throughout the year. 

| In its Fifth Report 1966-67 the Public Accounts Committee expressed the opinion 
that 


| a government department should not initiate or take any action that is not authorized by 


_ Parliament even though it contemplates that Parliament may eventually take action to 
provide that authority. It [the Committee] considers that the actions of government depart- 


| ments must be limited at all times to the legislative authority existing at the time the action 
is taken. 


119. Concessions made to motor vehicle manufacturers. In our 1966 Report (para- 
graph 106) we outlined the terms of three programs under which concessions were made 
to motor vehicle manufacturers and expressed the opinion that procedures followed by 
the Customs and Excise Division of the Department of National Revenue in administer- 
ng the concessions were not adequate to protect the revenue. 

The situation remains the same and 


(a) there are still no records available giving the amount of customs duty involved or even 
the total value of the imports for which the manufacturer must account, 


the Department does not always receive adequate information on which to assess the 
importers’ progress in meeting the conditions of the programs, 


| (c) delay in verifying the manufacturers’ records continues because of lack of sufficient 
pressure by the Department on the manufacturers to submit the required annual 
statements by the due date, and 


(d) departmental policy is now to record amounts due by manufacturers who fail to qualify 
for the tax exemptions they have had, only when the amount is finally determined rather 
than establishing an estimated amount as soon as it is known that an amount is receiv- 
able. The total of the accounts receivable at March 31, 1967 has therefore been estab- 
lished on a basis different from that used at March 31, 1966. 


(b 


— 


4 
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The situation at March 31, 1967 with respect to the three programs referred to in 


our 1966 Report was as follows: 

(1) The duties owing by two manufacturers under the British Commonwealth Content 
Regulations have been established at $2,394,000 of which $2,203,000 was remitted as 
reported last year and $191,000 has been paid. This program is now of interest to the 
major automobile manufacturers only in the event that they fail to meet the conditions 


of the Motor Vehicles Tariff Order 1965. 


(2) We reported last year that under Order in Council P.C. 1963-1/1544 of October 22, 
1963 four manufacturers were sndebted to the Crown and one, who owed an amount of 
$470,000, had made payment in full by November 23, 1966. During the year the 
‘ndebtedness of the other three manufacturers was established at $876,000, all of which 
has been paid. 

However, the Department of Justice has expressed the opinion which is referred — 
to in more detail in (3) below that 3,275 foreign-built automobiles, which had been — 
brought into Canada duty free prior to January 17, 1965 in the name of a manufacturer | 
who had ceased production early in 1966, had not in fact been imported by that — 
manufacturer. The duty of $617,000 applicable to these automobiles was therefore | 
owing at March 31, 1967 by the Canadian affiliate of the foreign manufacturer. 


As this program had been superseded in January 1965 by a new program under 
Motor Vehicles Tariff Order 1965 there was no other transaction under it during the year. 


(3) At March 31, 1966 an estimated $7.1 million was owing to the Crown under the Motor 
Vehicles Tariff Order 1965 because of failure of three manufacturers to meet the 
required conditions. Included in the amount was an estimated $2.4 million owing by 
the manufacturer who had ceased production early in 1966 and who was identified in 
the House in October 1966 as the Studebaker Company of Canada Limited. It will be 
recalled that this manufacturer had failed to meet the conditions of the Order because © 
of his importation and sale in Canada of foreign-built automobiles on behalf of another 
automobile company, also identified in the House in October 1966 as Volkswagen — 
Canada Ltd. 


Our review of the departmental files dealing with this transaction disclosed a copy 
of a letter addressed in October 1966 “To All Our Dealers” by the Managing Director 
of Volkswagen Canada Ltd. This circular letter outlines what took place: 


In view of the extensive news coverage of the arrangement by which Studebaker imported | 
Volkswagens into Canada during the first half of 1965, I thought you should have the complete 
and accurate story. 5 

Under existing Federal Government regulations, Studebaker—by concentrating all of their | 
manufacturing operations in Canada—had built up a considerable export credit by the end of 
1964. Unlike other domestic manufacturers who had been manufacturing on both sides of the 
US.-Canada border, and who could use export credits generated by their exports from Canada 
by importing cars and original component parts from the US., Studebaker was no longer 
manufacturing in the United States, and therefore could not utilize their export credits in that 
manner. Therefore, Studebaker approached us during November 1964, seeking our co-operation 
in helping them to use up their export credits. Studebaker suggested that they import Volks-_ 
wagens to obtain the benefits to which they were entitled from their export credits. Studebaker’s 
proposal was that they would import Volkswagens, duty free, from Germany and sell them t0 
us at a price that would include the duty which we would ordinarily have to pay if we imported 
them ourselves. Studebaker proposed to pay us a small fee to cover our expenses. | 

At first we declined this proposal because we felt that the Canadian regulations—' 
particularly the export credit regulations—were not meant to cover such cases as this. However | 
Studebaker checked with the Federal Government in Ottawa and obtained written confirmation 
that such an arrangement was completely legal and within the regulations. On the basis that 


Ottawa was not only sanctioning Studebaker’s proposal but must obviously be interested ir 
f 


—— 
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having us co-operate with Studebaker, a Canadian manufacturer who had contributed to the 

Canadian economy by employing some 800 people and creating exports for Canada, we decided 

to co-operate. Consequently, between December of 1964 and July 1965, about 10,000 Volkswagens 

were imported into Canada under this arrangement with the full knowledge and approval of 
customs authorities, and within the law. Instead of paying duty to National Revenue, we were 
paying an equivalent amount to the importer of record, 1.e. Studebaker. 

In view of this, you may have wondered why we did not make our co-operation dependent 

on receiving a share of Studebaker’s duty savings. As is now apparent, our acceptance of a 

small fee rather than a share of the duty saved was a wise decision. News coverage of this 

situation, on the whole, reveals that our participation was primarily in the interests of good 
citizenship. 

When the Studebaker Company of Canada Limited failed to meet the conditions 
of the Order, the Department did not demand payment of the duties owing but instead 
sought from the Department of Justice an opinion as to the legal position with respect 
to the importation of the Volkswagen automobiles which it had previously approved. 
In November 1966 the Department of Justice expressed the opinion that Studebaker was 
not in fact the importer of such automobiles. This meant that Studebaker was not then 
the seller of these vehicles in Canada and removal of them from its net sales ratio 
figures resulted in Studebaker meeting the requirements of the program so its indebted- 
ness to the Crown of $2.4 million was cancelled by the Department, 

This also meant that 10,918 Volkswagen automobiles, including the 3,275 referred 
to in (2) above, had been improperly permitted to enter Canada without payment of the 
duty specified in the Customs Tariff. However, no demand was made on Volkswagen 
Canada Ltd. for payment of the duty and of the sales tax attributable to the duty, 
amounting to $2,188,000, and they were remitted by the Governor in Council under sec- 
tion 22 of the Financial Administration Act on August 23, 1967 (P.C. 1967-23 /1621). 


The amount of $4.7 million referred to last year as owing by two other manufactur- 
ers comprised $2,016,000 owing for the period January to July 1965 and $2,678,000 
owing for the period August 1965 to March 31, 1966, no portion of which has yet been 
settled. 

In our review we noted that one automobile manufacturer had anticipated that he 
might fail to meet the requirements of the Order in the period January 1965 to July 
1965 because domestic sales were running too high in relation to production. In order 
to reduce sales during the months of June and July, agreements were entered into with 
dealers whereby deliveries during part of this period would be on consignment, with 
payment to be made in full on August 2, 1965, one working day after J uly 31, the close 
of the production year. This arrangement, which was inconsistent with the practice 
followed at the beginning of the year, served to keep the recorded domestic sales within 
the desired ratio and the manufacturer saved several millions of dollars in customs 
duties. 

On questioning the Department about this inconsistency we were informed that the 
facts had been submitted to the Department of Justice for an opinion but that Depart- 
ment stated that they were unable to advise that the vehicles delivered by the Company 
to its dealers during the month of July 1965 were sold during that month within the 
meaning of the Motor Vehicles Tariff Order 1965. The Department of National Revenue 
state that they then discussed this decision with the Departments of Industry, Finance 
and Trade and Commerce and it was agreed that as the transactions in question could 
not be dealt with as sales, there was no alternative but to exclude them from the portion 
of the sales ratio relating to the net sales value of vehicles sold for consumption in 
Canada. On this basis the Company met the ratio requirements and was so advised. 

Such an inconsistency, of course, has the reverse effect in the succeeding period 
(August 1965 to July 1966), with respect to which this Company also appears to be 
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having difficulty in establishing that it had met the conditions of the Order. From 
reports filed by the Company, it would appear that the amount of duties and taxes — 
which will have to be paid should it be determined that the Company has failed to 


meet the conditions is In excess of $30 million. 


If the policy of assistance to the automobile industry is to be continued in the 
present form, it is essential that the administration be tightened up, that an adequate 
system of accounts be installed and that information flow into the Department promptly 
and continuously. The Department should obtain and maintain the initiative in assessing 
and collecting the taxes due the Crown. If necessary, penalties should be imposed to 
ensure that the industry provides promptly the information required for settlement of 
the accounts. If these steps are not taken the importers may benefit from concessions 
beyond those to which they are entitled and, as a result, losses of revenue to the Crown © 
will occur. It is a fact that since the inception of the Motor Vehicles Tariff Order 1965 on | 
January 18, 1965 not one cent of duty has yet been collected from any company for » 
failure to meet the conditions of the Order. 


In last year’s Report we stated: 


In the past, the concept that duties and taxes be paid at the time of importation, | 
with penalties provided if payment of these duties and taxes was deferred, has been inherent — 
in the Customs Act and Customs Tariff. This concept has been changed under the terms — 
of the several motor vehicle tariff concessions with the result that from time to time | 
substantial amounts, as referred to above, are owing by certain importers. To this | 
extent the Crown is participating in the financing of automobile production. 


The term “manufacturer” is defined in the agreement dated January 16, 1965 
between Canada and the United States of America and includes only those motor vehicle. 
manufacturers who have met certain specified conditions, which are those set out by 
Canada in the Motor Vehicles Tariff Order 1965. 

However, it is not possible to determine that the motor vehicle manufacturers have 
met the conditions specified until their performance is known and Canada is not, in our) 
opinion, obligated to permit duty-free importation by any manufacturer until he has | 
met these conditions. Consequently, in order that the procedures applied will ensure an 
effective check on the revenues of the Crown, we believe that all duties and taxes should | 
be collected at the time of importation and that benefits or incentives provided should be | 
made available to the manufacturer only when evidence is produced that the required 
conditions have been met. | 


: 


120. Failure of provincially-owned instrumentalities to pay sales tax. In our 1966. 
Report (paragraph 108) attention was drawn to the refusal by two provincially-owned 
instrumentalities to continue to pay directly to the Department of National Revenue 
sales tax on natural gas used in internal combustion engines for the production of 
electricity. | 

It was stated that the amount owing by the British Columbia Hydro and Powel 
Authority had been estimated at $112,000 but this figure has since proved to be excessive 
The Authority contended that it was not the manufacturer of the gas and the Depart: 

; 
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ment then made an assessment against the pipeline company which had processed 


76.44% of the gas supplied to the Authority by that company. Although this company 


also contended that it was not the manufacturer a compromise was worked out whereby 
it paid $17,250 in full settlement. 


This compromise included acceptance by the Department of an amount less than the 
actual sales price for tax computation purposes—a practice not provided for by the 
Excise Tax Act and on which the Public Accounts Committee has made a recommenda- 
tion (see Appendix 1, item 25). We have been unable to satisfy ourselves that tax has 
been paid on the remaining 23.56% of the natural gas used by the Authority for taxable 
purposes. 


' ‘The files pertaining to the Saskatchewan Power Corporation case were not available 


for our examination, having been referred to the Department of Justice. The assessments 
of $262,194 which were unpaid at June 30, 1966 are still unpaid, no assessment has yet. 
been made for gas used for the production of electricity during the period December 1955 


to December 1957, and as far as we are aware there have been no other developments. 


Natural gas used in internal combustion engines was exempted from sales tax 


affective March 30, 1966. 


121. Remissions granted by the Governor in Council under section 22 of the Financial 
Administration Act. Section 22(1) of the Financial Administration Act provides that: 


The Governor in Council, on the recommendation of the Treasury Board, whenever he 
| considers it in the public interest, may remit any tax, fee or penalty. 


ind subsection (8) requires that: 


: A statement of each remission of one thousand dollars or more granted under this 
section shall be reported to the House of Commons in the Public Accounts. 


In accordance with this requirement, listings of remissions of one thousand dollars or 
nore are included in Volume II of the Public Accounts. Again this year the majority of 
hese remissions pertain to customs duties, excise duties and excise taxes administered 
y the Customs and Excise Division of the Department of National Revenue. The totals 


f the remissions with respect to this Division for which amounts appear in the Publie 
\eccounts, in each of the past four years, are as follows: 


Be ea ab ha verte tite tn cvees viens Bhd vies din'Sde cas op dior «ebicches $ 12,518,000 
0, 56 0s oi isis cs ces tn ocoae cree 40,520,000 
| 6 SRE Meg hs os A Sa a o UE 34,826,000 
| Rene ALR SUPER eis lee im aes 30,134,000 


' In addition to the remissions for which amounts are shown, a number are granted 
here amounts involved are not accumulated or cannot readily be determined. In such 
ases a narrative description of the remission is included in the Public Accounts. 

The largest group of remissions, in terms of numbers, involves goods or equipment 
nported into Canada on a temporary basis. These remissions amounted to $16 million 
1 1966-67. In our 1966 Report (paragraph 107) we stated that, since the policy of the 
‘overnor in Council to remit in such cases is being followed consistently and has the 
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same effect as if statutory provision W 
the basis of a pro-rated amount 


mains in Canada, consideration should be given to 
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ere made for importation on a duty-free basis or on 
being assessed for each month the imported article re- 


suitable amendments to the gov- 


erning legislation so that such importations may be documented more expeditiously, 


thereby eliminating routine referrals to the Governor in Council. 


Forty-two remissions gra 


nted during the year, totalling $199,326, have been included 


in the Public Accounts under the following descriptive narrative: 


Remissions of taxes imposed und 


er the Excise Tax Act in cases where, on the basis of expert 


opinion, it 1s considered that litigation would not be expedient. 


The majority of these remissions involved 
interpreted the regulations issued by the 
sales price of lumber. 


relief to lumber manufacturers who had mis- 
Department in connection with the taxable 


Last year we pointed out that there were several continuing remissions for which a | 
narrative description had not been included in the Public Accounts because no person — 
benefited therefrom during the year. We expressed the opinion that such remissions | 
should continue to be reported as long as they remain in effect regardless of whether 
benefit was derived from them in any year. 

The 1967 Public Accounts ‘nelude a narrative description of most of the remissions | 
in this category. However, in September 1967 the Department received from the Depart- 
ment of Justice an opinion to the effect that a remission having continuing effect need | 
be reported only in the year in which the Order in Council 1s passed, regardless of the | 


benefits derived from it in any subsequent year, and that no benefit under a remission 


which has been reported in narrative form 


need be reported even if it is known to exceed. 


$1,000. If in future years the Department relies on this opinion to omit statements of 


these remissions from the Public Accounts of years subsequent to that in which the | 


remission was granted, then many of the 


‘ 


statements in the 1967 Public Accounts will 


not be repeated in future years even though benefits are obtained under them in those 


years. 


In our opinion, remissions of a continuing nature should be revoked once they have 
served their purpose and should not be left available for the benefit of future individual 
eases which might happen to qualify under them. Furthermore, in the interest of full 
disclosure to Parliament, unrevoked remissions of a continuing nature should continue tc 
be reported in the Public Accounts annually. 


122. Misappropriation of public funds at customs ports. As the result of a depart: 


mental investigation into activities at one 
general investigation was launched by the 


port (see paragraph 110 of our 1966 Report), { 
Department of National Revenue at location 


where special services are provided to shipping companies. The investigation, which wa 


based primarily on transactions occurring 


in 1965-66 and 1966-67, revealed that fiftee 


t 


officers collec é inec 7 ) 
s collected and retained special service charges totalling $2,005, seven of whor 


also retained transportation charges col 


retained $684 in transportation collections. 


lected totalling $700, and ten other officer 


COMMENTS ON EXPENDITURE AND REVENUE TRANSACTIONS 71 


Steps were taken by the Department to recover the amounts established as having 


_ been improperly retained and requests for retirement or resignation have been accepted 


t 


covering sixteen of the officers involved. 


Although there is evidence that misappropriations at certain ports had been taking 
place over many years, the investigation was not extended because of lack of records 
and the costs that would be involved. 

Had the amounts misappropriated in these earlier periods been established, the 
Department would have had to attempt to recover the amounts and, if unsuccessful, 
would have had to seek Executive authority for their transfer as charges against the 

_ Public Officers Guarantee Account. Similarly, when a department wishes to write off 
_ debts due to the Crown in excess of one hundred dollars, Executive approval must be 
_ sought. It therefore follows that whenever it is not practical to establish the full amount 
_ of a misappropriation, either because the records have been destroyed or for any other 
Treason, a department should be required to obtain Executive approval: for limiting or 
| discontinuing the investigation. There does not appear to be any such requirement at 
_ the present time. 


| 123. Calculation of duties of excise on spirits distilled or brought into a distillery. 
Section 137 (1) of the Excise Act, R.S., 0.99, defines five separate methods whereby the 
_ duty on spirits is to be charged and computed and directs that the “method of computa- 
_tion which yields the greatest amount of revenue, shall, in all cases, be the one upon 
which the distiller shall pay the duty”. 

Only one of these methods provides for abatements of the duty on the spirits for 
‘shrinkage by evaporation while maturing. It is this method which is in use by the 
| Department of National Revenue notwithstanding the fact that because of the abate- 
“ments the method produces less revenue than the alternative methods. The explanation 
| given by the Department is that if this particular alternative was not chosen, the abate- 

ment provisions of the Act would be totally ineffective and it did not consider that this 

| was intended by Parliament. However, the choice made by the Department has rendered 
completely ineffective the requirement that the method yielding the greatest amount of 
revenue is to be used. 

During the year abatements amounted to $57 million which is the equivalent of 

approximately one-third of the total excise duties actually collected on distilled spirits. 
Under the present wording of the legislation, this amount must be regarded as a short- 
fall of revenue. If it is intended that such abatements be continued, then the Act should 
be suitably amended. 


124. Customs and Excise laboratory. The primary function of the Customs and 
Excise laboratory is to identify and classify by chemical or physical means various 
‘Materials described in the Customs Tariff, the Excise Act and other Acts of Parliament 
administered by the Department of National Revenue and to advise departmental 
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officials on the drafting and enforcement of regulations where chemical or related scien- 
tific information is involved. A number of the cases referred to the laboratory involve 
appeals against assessments of duties. 

In our 1965 Report we suggested that consideration be given to the institution of 
appeal fees and to the adoption of a tariff to be charged for professional services rendered 
by the laboratory for the benefit of importers and exporters. 

In its Fifth Report 1966-67 the Public Accounts Committee recommended that the 
Customs and Excise Division of the Department of National Revenue review its labora- 
tory operations in line with the Treasury Board’s objective of promoting the earning 
of non-tax revenue and that it institute a tariff of fees for services rendered for the 
benefit of importers and/or exporters designed to cover the cost of providing these 
services. The Committee also recommended that if the Department after reviewing its 
laboratory activities is still of the opinion that establishment of a tariff is not warranted, 
it lay the facts before the Treasury Board seeking the Board’s approval for the continua- 
tion of the laboratory as a free service. 

The Department has since sought and obtained authorization from the Treasury 


Board to continue its present policy of absorbing all costs involved with the analysis of | 


samples referred to the Customs and Excise laboratory. 


125. Income tax owing by non-residents. Treasury Board Vote 25g of Appropriation » 


Act No. 2, 1967, 1966-67, c. 85, authorized the Treasury Board to delete from the accounts 


certain debts due to Her Majesty aggregating $15.1 million. Of this amount $13.6 million © 


represented uncollectable income tax, of which $7 million was owing by 403 taxpayers 
from whom collection could not be effected because they are no longer resident in Canada, 
This is a continuing problem which is aggravated by the fact that a person emigrating 
from Canada is not required to obtain a tax clearance before departure; by the lack of 


any agreement with other countries for the collection of tax on a reciprocal basis; and » 
by the apparent inability of any government to make use of the courts of another | 


country for tax collection purposes. 

The problem is not limited to persons who are non-resident, as it exists to some 
degree in the case of residents of Canada living near the United States border who are 
employed in the United States. Such persons are taxable in Canada on all their income, 


whether earned in the United States or Canada, but collection becomes impossible if © 
the taxpayer chooses to arrange his affairs in such a way that any assets which might — 


be seized are kept in the United States. 


Consideration should be given to the development of procedures designed to 
minimize the evasion of payment of income tax to the Canadian Government, by people 


leaving Canada or removing assets from Canada. 


126. Income tax concessions to members of the Armed Forces. Under the provisions | 


of section 66(1) of the Income Tax Act, R. S., ¢.148, the Governor in Council may, by — ; 


regulation made on the recommendation of the Minister of Finance and the Minister of 


| 
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| National Revenue, provide for the determination of the amount of tax to be paid by a 
member of the Canadian Forces on the income from his employment as a member. 


The regulations made pursuant to this section of the Act in effect grant concessions 
to members of the Armed Forces and no income tax was levied on a minimum of $9 
million of taxable income in 1966 as is shown by the following: 


1. For the purpose of the regulations, where a serviceman and his wife lived together 
during a year he is deemed to have supported her during the year and, accordingly, is 
entitled to a personal exemption of $1,000 on behalf of his wife regardless of the amount 
of her income. 


Thus the serviceman, unlike a civilian taxpayer, receives the benefit of married 
exemption even though his wife’s income exceeds $1,250, and where his wife has an 
income between $250 and $1,250 in a taxation year he is not required to reduce his 
married exemption by the amount by which his wife’s income exceeds $250. 

There are approximately 72,000 married personnel. If the wives of only 1,000 of 
these servicemen have an annual income of $1,250 or more, then the minimum annual 
loss to the Crown is equivalent to the income tax on $1 million of taxable income. 


2. The regulations specifically direct that no amount of tax is to be paid by a member 
on amounts of pay and allowances payable to him in a taxation month in consequence 
of an upward adjustment in the month of his pay and allowance entitlements for a 
month. 


Thus, where a member receives an increase in pay and allowance in a month, the 
amount of the increase for that month is not taxed. A general increase in pay was 
granted to the Armed Forces as of October 1, 1966 at an estimated cost of $8 million 
per month. The loss to the Crown is the tax on this $8 million of taxable income for 
the month of October 1966. 


| 127. Children’s allowance pad to members of the Armed Forces serving abroad. 
{n our 1966 Report (paragraph 111) we drew attention to the fact that allowances pro- 
vided to members of the Armed Forces posted to a unit of the Canadian Infantry 
Brigade or the Air Division in Europe include a children’s allowance to compensate for 
he loss of family allowances which would have been received had the children remained 
n Canada. 

Because family allowances are not payable with respect to children living abroad, 
uch taxpayers are permitted to claim the maximum exemption of $550 for each de- 
vendent child. Thus members of the Armed Forces serving in Europe are receiving both 
he children’s allowance in place of family allowances and also the income tax exemption 
f $550 in place of the $300 exemption which may be claimed with respect to children 
tho are qualified for family allowances. 

The annual loss to the Crown because of this double benefit is equivalent to the 
acome tax on an estimated $3.3 million of taxable income. 

When we drew this anomaly to the attention of the Taxation Division of the Depart- 
1ent of National Revenue we were advised that appropriate amendments to the Income 
‘ax Act, R.S., ¢.148, and Income Tax Regulations would be proposed to provide that the 
eduction permitted for a wholly dependent child not qualified for family allowances 
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will be limited to $300 when children’s allowance has been paid to a member of the 
Armed Forces on behalf of a dependent child. 
The necessary amendments have not yet been made. 


128. Insufficient penalty for late payment of income tax. Section 51 of the Income 
Tax Act, R.S., ¢.148, provides that 

the taxpayer shall, within thirty days from the day of mailing of the notice of assessment, 

pay to the Receiver General of Canada any part of the assessed tax, interest and penalties 

then remaining unpaid, whether or not an objection to or appeal from the assessment is 
outstanding. 

In paragraph 198 of this Report concerning the accounts receivable of the Depart- 
ment of National Revenue, it may be seen that the accounts receivable by the Taxation 
Division of that Department amounted to $288 million at March 31, 1967. Of this 
amount, $148 million was owing on assessments under appeal. This amount was owing 
by 1,384 individual taxpayers, from 333 of whom the Department had taken security 
or partial security with respect to $91 million of taxes owing. The greatest number of 
appeals outstanding concerned 1966 assessments, although there were 191 taxpayers 
owing tax for 1963 and prior years in connection with which appeals had been filed. 

Although interest at the rate of 6% per annum is payable on taxes paid after the due 
date, penalties for late payment could be of material assistance to the Taxation Division) 
of the Department in collecting its outstanding accounts. 


129. Second class mail. For the year ended March 31, 1967 the Post Office Depart- 
ment incurred a net operating deficit of $47.8 million compared with a recorded net 
operating deficit of $34.5 million in the previous year. In arriving at the operating results 
for 1966-67 the Department for the first time took credit for the interest value of 
balances held in the money order account and the Post Office Savings Bank less interest 
allowed on Savings Bank accounts. Had these revenues been taken into consideration 
in 1965-66 the comparable deficit would have been $31.2 million and thus the increase 
in the 1966-67 deficit over the previous year is actually $16.6 million. (See paragraph 
263 of this Report.) | 

Of the deficit of $47.8 million in 1966-67, $33.8 million is attributable to the loss on. 
the handling of mailings by publishers of newspapers and other periodicals (second class 
mail), an increase of $5.7 million over the loss on second class mail in the previous 
year. 


The following figures show the estimated loss in handling second class mail in those 
years for which the loss has been calculated: | 


Cost Revenue Loss 
RODE DT wie es eet e etna eles tee cue sie els +125 )200,000 $ 6,300,000 $ 18,900,000 
ee Lge ee, ae a ee ee 27, 900 ,000 6, 200,000 21,700,000 | 
OB 1—69 § 
ae ck eR i al ba 32,700,000 8,000,000 24,700,000 | 
965—66 } | 
RPO ie sk outa edule mais ah cht cee Ge rae ee 36 , 900,000 8,800,000 28, 100,000 | 


OOO SFI SE a ties DLS ian: 43,010,000 9,223,000 33,787,000 | 


COMMENTS ON EXPENDITURE AND REVENUE TRANSACTIONS 75 


The Public Accounts Committee is of the opinion that sufficient consideration has 


not been given to the solution of this problem which it first considered in 1958 and in its 
Fourth Report 1966-67 stated that: 


It considers it essential that the Post Office Department or Parliament immediately find 
ways and means of covering the loss of the Post Office Department in handling second 
class mail without this being done at the expense of other classes of mail, keeping in mind, 


however, the need of assistance to small independently-owned newspapers circulating in 
rural areas. (See Appendix 1, item 1.) 
We understand that amendments to the Post Office Act which will have a bearing 


on this problem are to be introduced in the next session of Parliament. 


130. Allowance to land mail contractors for services not performed. Because of the 
‘rail strike in August 1966 and the Air Canada strike in November 1966, some land mail 


contractors were prevented from fulfilling the terms of their contracts for picking up 
and delivering mail. 


| Payments under their contracts during these periods aggregated approximately 
$31,810 for which no services were rendered. 


131. Cash discounts lost. Under the provisions of the Public Printing and Stationery 
‘Act, R.S., ¢c.226, the Department of Public Printing and Stationery is responsible for the 
publication and distribution of books and publications. 


| When submitting tenders to the Department, some commercial firms offer discounts 
of 1% or 2% for prompt payment. These discounts are taken into consideration when 
awarding contracts and are in some cases the deciding factor in the award. 


} 


Notwithstanding this, discounts amounting to some $18,000, representing the 
majority of the discounts offered, were lost during the year because of delays in making 
payments. We were informed by the Department that “the mechanics of the system and 
the regulations which govern the payment of invoices in this Department, frequently 
preclude the possibility of effecting payment within the period in which the discount 
is allowed”. | 

In our opinion effective steps should be taken by the Department to enable it to take 
advantage of all cash discounts offered. 

132. Losses resulting from the sale of the “Canada Law Reports’. In our 1966 
Report ( paragraph 117) attention was drawn to the loss of $50,000 incurred by the Crown 
n 1965 from the sales of Canada Law Reports to the various law societies in Canada at 
‘in annual rate of $5 per member. Although the Department of Public Printing and Sta- 
lonery had recommended to the Registrar of the Supreme Court that the price to the 
aw societies should be set at not less than $10 per member commencing January 1967, 
‘0 action had been taken by the Registrar to terminate the agreements with the law 
ocieties at December 31, 1966. Consequently, the loss on these publications continued 
hroughout the calendar year 1967. 
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This year the Registrar has given notice of termination of the present agreements 
with the various law societies to be effective “at the end of the volume for the year 1967”, 


133. Public Printing and Stationery Act, RS., 6.226. The Governor in Council if 
1963-64 under the Public Service Rearrangement and Transfer of Duties Act, R.S., ¢.227, 
transferred to the Department of Defence Production all functions of the Department 
of Public Printing and Stationery with the exception of the publication and distribution 
of books and publications. This latter function remained with the Queen’s Printer. 


The functions transferred to the Department of Defence Production are now carried 
out through the Printing Bureau, the Supply Service and the Repair Service, all of which 


are branches of the Department. 


Under this reorganization, the provisions of the Public Printing and Stationery Act, 
RS., ¢.226, have limited significance in the administration of the printing and a | 
activities of the Government of Canada. Many sections of the Act are ignored entirely, as 
follows: 


1. The title Queen’s Printer and Controller of Stationery is now used only for legal | 
purposes, as the holder of the title is no longer responsible for the operations of the) 
Canadian Government Printing Bureau or for government stationery. 


2. Section 4(1) (a) charges the Department of Public Printing and Stationery exclusively \ 
with the execution of all printing, stereotyping, electrotyping, lithography, binding | 
work, ete. In practice a large share of this work is given to commercial firms. 


3. Section 4 (1) (b) makes the Department responsible for the purchase and distribution | 
of all paper, books and other articles of stationery. The Department of Defence 
Production now purchases and distributes paper and stationery items and each depart 
ment purchases its own books. 


4. Section 4 (1) (d) makes the Department responsible for the audit of all accounts for | 
advertising. This responsibility is now carried out by the Comptroller of the Treasury. , 


. Sections 6 and 7 define the qualifications and duties of the Queen’s Printer which are’ 
no longer applicable as the title is now used only for legal purposes. 


on 


6. Section 8 provides for the appointment of a Director and Superintendent of Printing, , 
a Superintendent of Stationery, an Accountant and a Controller of Purchases and | 
sections 9, 10 and 11 set out the qualifications required for appointment to these posi- | 
tions. The positions are no longer used. | 


7. Section 14 provides for the organization of a printing establishment at Ottawa. For. 
many years the Printing Bureau has been located in Hull. | 


1 


8. Sections 16 and 23 provide that the printing and stationery for the railways formerly 
known as the Intercolonial Railway or the Prince Edward Island Railway may be> 
procured anywhere but that all accounts for printing and stationery are to be examined 
and certified by the Queen’s Printer before being paid. ) 

9. Sections 17 to 19 provide for the establishment of a Stationery Office and outline the’ 
duties of the Superintendent of Stationery—an office that is no longer used. | 


10. Section 20 requires that all moneys received by the Superintendent of Stationery shall _ 


be “deposited from time to time in some chartered bank of Canada”. Current regulations ' 
require receipts in Ottawa to be deposited daily in the Bank of Canada. 
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11. Section 34(2) requires the Auditor General to at least annually have the stock of 
stationery, printing materials and supplies checked with the quantities purchased and 
supplied. This is no longer practical and is much more rigid than the Financial Admin- 
istration Act under which the Auditor General now operates. 

This legislation has remained substantially unchanged since 1886. Although still law 

it is being disregarded to a great extent as shown above. We believe it should be brought 
up to date. 


134. Real property inventory. Our 1966 Report (paragraph 118) explained the back- 
ground to the introduction of the Real Property Inventory Regulations in May 1966. 
The regulations require all departments, departmental corporations and Crown corpora- 
tions as defined in the Financial Administration Act to report to the Department of 
‘Public Works, for purposes of making an inventory, all real property holdings, with 
‘specified exceptions, and changes as they occur, in a form prescribed by that Department, 
| Considerable progress has since been made. We are informed that co-operation has 
‘been extended by departments and agencies in providing the prescribed information. 
However, the incompleteness of departmental records in some instances, particularly 
‘with respect to minor structures, makes it unlikely that the inventory will be completed 
for a year or two. The inventory can be updated by computer as required, and the De- 
partment of Public Works plans to produce an inventory listing at appropriate intervals 
‘as determined by the demand and the number of additional] entries. 


___ At the present time about 4,000 properties have been recorded and the first listing 
is to be made in the near future. 


a 


| 135. Increasing accommodation rental costs. Reference was made in last year’s 
Report (paragraph 128) to the fact that when the Department of Public Works leases 
sither general office or special purpose accommodation for the use of another department, 
no charge is made against the department concerned. A long-standing exception to the 
zeneral policy, of comparatively slight financial significance, is based on a ruling of the 
Treasury Board many years ago that the Department charge commercial rates for accom- 
nodation made available to non-governmental organizations and Crown corporations. 


Although the Royal Commission on Government Organization in its report on Real 
?roperty recommended that departments and agencies be charged for accommodation and 
eal property services rendered to them by the Department of Public Works, this reecom- 
nendation is not among those that have been approved by the Government, 

__ Insofar as leased accommodation is concerned, a comparison of rental costs incurred 
"y the Department in 1964-65 and in 1966-67 points up the increasing importance of the 
ubject. In 1964-65, total rental outlay was $8,866,000, of which $4,448,000 related to 
remises in Ottawa and Hull. The comparable figures two years later were $17,148,000 
nd $10,301,000. The marked increase of $5,853,000 for the Ottawa-Hull area reflects 
ot only rising rental rates but also a substantial addition to leased space. Rented accom- 
1odation in the area at March 31, 1965 amounted to approximately 2,200,000 square 
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feet, whereas at March 31, 1967 about 3,650,000 square feet were involved. Leases for 
space in Ottawa entered into since the close of the year reflect a continuation of this 
trend. 

The absence of any effective criteria as to the location and cost of leased accommo- 
dation to be occupied by government departments 1s a factor contributing to the high 
level of rental outlays. Although it must absorb the cost of rental out of its own parlia- 
mentary appropriation, the Department of Public Works acts as a rental agency serving 
its client departments. It endeavours to seek out and submit several proposals to the 
department seeking accommodation and, subject to Treasury Board approval, leaves the 
ultimate choice to the department. In one case noted recently the accommodation selected 
was the most prestigious and expensive offered because, as was explained, “they are 
confident that this proposed accommodation would improve the image of their Com- 
mission and would help attract a high calibre of personnel because of the prestige appear- 
ance of this building and its excellent location”. It is understandably difficult for the 
Department of Public Works to object to a government department selecting its own 
accommodation, but if the cost of that accommodation were to be charged to that depart- 
ment and suitably described in the Details of Services in the Estimates, it is reasonable 
to suppose that the department might be more cost conscious. 


We have questioned the Department as to government policy with regard to the 
leasing of office accommodation and have been informed that the extent to which accom- 
modation has been obtained in recent years through leasing rather than new construction 
is to a considerable extent the result of the ability of private interests to provide space 
at advantageous rental rates. An additional factor has been the need to meet space 
requirements on relatively short notice as the result of departmental reorganizations. 
The Department added that there is no general policy of national application with regard 
to leasing. Decisions are made on the basis of conditions in individual communities. 


136. Grant in lieu of taxes to the City of Prince Rupert, B.C. In 1963 an agree- 
ment for a term of 20 years was negotiated by the Department of Public Works with 
the State of Alaska for the lease to that State of a Crown-owned ferry terminal at Prince 
Rupert which had been constructed solely for purposes of the Alaska ferry. The agree- 
ment provides for payment by the State of 75% of the cost of construction over 20 years 
plus interest at 5% per annum, plus $4,000 annually on account of maintenance. How- 
ever, responsibility for municipal taxes was apparently not raised by the Department in 
its negotiations and as a result the lessee is not bound to pay them as is the usual practice | 
when Crown property is leased. 


In 1965 the City of Prince Rupert presented assessment and tax notices for that year 
to the State whereupon the State turned the matter over to the Department, disclaiming » 
any responsibility for taxes. | 

In 1966 the Department of Finance informed the Department of Public Works that | 
under the policy consistently followed in administering the Municipal Grants Act it could’ 
not include in its calculation of the grant to the City of Prince Rupert property not’ 


| 
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occupied by Canada. To do so would establish a precedent which could affect grants on a 
very large number of Crown properties where there is third party occupancy. It was 
Suggested, therefore, that the Department of Public Works give consideration to making 
an annual payment to the municipality during the term of the agreement. 

In November 1966 the Department of Public Works obtained Executive approval 
_ to make an annual grant to the City of Prince Rupert in lieu of taxes on that part of the 
property not occupied by Canada for customs and immigration purposes, and a payment 
of $6,099 followed, covering the years 1964-1966. Presumably this outlay, and the ones 
to be made annually until 1983, would not have been required if consideration had been 
| given to responsibility for taxes during the negotiations leading up to the agreement. 


137. Hating facilities for Crown employees in public buildings. In our 1966 Report 
(paragraph 122) we pointed out that one of the conditions involved in the general policy 
respecting the installation of eating facilities for government employees in public build- 

ings is that cafeterias will be installed only when the public service population is large 
enough to ensure that the operation can be conducted without any loss of public funds. 
We reported that although the Department of Public Works administers all eating 
‘facilities in buildings coming under its jurisdiction, the operation of cafeterias is under- 
taken by the Canadian National Institute for the Blind or recognized employee associa- 
tions. 


Despite the policy that operations be conducted without loss of public funds, they 
are in fact subsidized on a considerable scale because no charge is made by the Depart- 
‘Ment for space, fixed kitchen and serving counter equipment, tables, chairs, utility 
costs, ete. 


In commenting on food services, the Royal Commission on Government Organization 
pointed out that although it is common practice for commerce and industry to provide 
Meals to employees at less than cost, such subsidies are carefully costed for purposes of 
‘management control. The extent to which cafeteria operations are subsidized, as well as 
‘those of numerous canteens, lunch rooms and snack bars in public buildings, cannot be 
determined until the Department of Public Works completes steps to segregate operating 
costs by buildings, and in this process isolates the cost of refreshment facilities, We are 
‘informed that although a cost system to achieve this is being developed, it is not likely 
‘to be completed and applied within the next two or three years. Until the Department 
isin a position to ascertain on a continuing basis the actual cost of providing cafeterias 
and similar facilities for public servants, there cannot be optimum management control. 


| 138. Construction and financing of wharf facilities for exclusive use of private 
‘interests, Long Harbour, Nfld. In 1966 the Department of Public Works was informed 
that a company planned to make a substantial investment in the construction of two 
plants for the processing of phosphorus at Long Harbour. As both the supply of raw 
material and shipment of the company’s products would require large water-borne move- 
ments, wharf facilities capable of handling 35,000 ton vessels were regarded as essential. 


. 
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In September 1966 the Treasury Board approved in principle a program under | 
which the Department would construct and finance the required wharf at a cost of 
from $2 million to $3 million, based on estimates without benefit of site data. Approval 
was also given to the company’s proposal that it reimburse the Department’s expenditure, 


with interest, over a period of years. 

In March 1967 an Order in Council approved entry by the Crown into an agree- 
ment with the company to provide for the designing, construction and financing of the 
wharf facilities by the Department of Public Works, with the company to repay the 
total cost of construction in equal payments over a 25-year period commencing upon com- 
pletion of the work, with interest at 57% per annum. Under the agreement, which was 
signed in the following month, the company is to have exclusive use of the facilities from 
the date of completion, with legal title passing to the company when the construction cost 
has been repaid. 

The only direct outlay in connection with the project prior to the year-end was 
$57,800 for the services of consultants, charged to the provision for advance planning in 
Department of Public Works Vote 30, the text of which is: 

Construction, acquisition, major repairs and improvements of, and plans and sites for, | 
harbour and river works (including expenditures on works on other than federal property); 
provided that no contract may be entered into for new construction with an estimated 
total cost of $50,000 or more unless the project is individually listed in the Details of 
Estimates. 

The Details in respect of the same appropriation for 1967-68 contain a Newfound- 
land item, “Long Harbour—Towards wharf facilities, $1,500,000”. This wording implies - 
that the wharf facilities are to be constructed and owned by Canada in the normal | 
manner. In our view the Details should disclose that the wharf is being built for the sole | 
use of a private company which is to repay the cost to the Crown over a 25-year period | 
with interest, after which title passes to the company. 


139. Additional costs under dredging contracts. In our 1966 Report (paragraph 126) 
four cases were noted where dredging or construction costs exceeded estimates by a total 
of $629,000 because test borings had produced results not accurately reflecting the nature 
of the terrain to be dredged or excavated. 

Although test borings of the material to be removed had been carried out in each 
case, there continue to be a number of reasons why the Department of Public Works 
is unable from its preliminary engineering work to guarantee to a contractor the nature 
and quantities of material to be removed. Despite the Department’s interpretation of. 
the data produced by its limited tests, the result may be that a contractor encounters 
conditions substantially inconsistent with the contract specifications. The consequence 
may be increased costs due not only to the necessity of removing quantities greater than) 
anticipated, but also because the plant initially placed on the job may prove to be 
inadequate to cope with the conditions actually encountered, or the greater extent 10) 


which drilling and blasting may be required when material is more compact than probings) 
had indicated. | 
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A new standard contract form introduced in 1963 provides for consideration of 
extra payment if there is a considerable difference between the actual soil conditions 
encountered and what might reasonably have been expected from the information given 
by the Crown to the contractor. Adjustments in unit prices are to be made on the basis 
of negotiations or payment of cost plus 10% in accordance with a prescribed costing 
formula. During the year seven cases came to attention where costs totalling $472,000 in 
excess of estimates were incurred because the results produced by the preliminary 
engineering were not in accordance with the soil conditions as found. 


| 140. Consultants’ fee in respect of revision of plans, Ottawa. In 1961 a firm of 
architects was engaged by the Department of Public Works for the preparation of plans 
and specifications and subsequent supervision of construction of a plant genetics labo- 
ratory building for the Department of Agriculture in Ottawa. 

_ The project was deferred indefinitely in 1962 but revived in 1964 when a review of 
working drawings with the Department of Agriculture resulted in extensive revisions 
lue to organizational changes which in the interim had been made within that Depart- 


ment. The undertaking was again deferred in 1965 and remains deferred indefinitely at 
the present time. 


: In 1962 construction was estimated to cost $2,623,250. In order to “avoid undue 
1ardship” to the consultants, the Treasury Board approved the Department’s request 
or fee payments which reached a total of $123,940 in 1966-67, based on a revised cost 
stimate of $3,078,900 in 1964. These fee payments included $10,600 for the additional] 


lesign work which resulted from the 1964 changes in requirements. 
_ Since the final fees to be paid to the consultants are, under the terms of their 
mgagement, to be based on the actual cost of construction, further payments for the 


ompleted design work may result if construction is carried out at a cost in excess of the 
964 estimate of $3,078,900. 


141. Additional costs due to construction delays and unused plans, Hull, Que. The 
Tational Printing Bureau at Hull was constructed between June 1949 and March 1957 
inder Separate contracts for the six phases into which the project was divided, at a total 
ost of $12,173,014. 

| During the course of the work the contractor for four of the phases submitted a claim 
or extra costs in the amount of $273,096 which remained under consideration until] 
anuary 1967 when $146,000 was paid in full settlement. Of this amount $69,770 related 
; increased costs resulting from delays encountered in obtaining reinforcing steel because 
f government controls imposed as a result of the war in Korea. A further $9,189 was the 
onsequence of a delay in the vacating of premises by a tenant on the site. The non- 


roductive element of the settlement was therefore $78,959. 


_ The consultant architect had also submitted a claim for unpaid fees, extras and 
iterest which by 1964 amounted to over $95,000. During the year he agreed to accept 
57,300 in full settlement. As the settlement gave recognition to an amount of $1,814 in 
mMnection with plans not used, this amount must be regarded as non-productive. 


\ 
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142. Reconstruction of retaining wall, Chatham, Ont. In 1956 the Department of 
Public Works reconstructed, at a cost of $25,500, a retaining wall along the bank of the 
Thames River at the rear of a Chatham hospital. In consideration of this action the 
hospital authorities agreed to accept the transfer of the Crown’s interest in the wall and 
appurtenant lands and also agreed that after the transfer, which was made in 1958, the 
Crown would have no further responsibility for the maintenance of the wall or for shore 
protection, except for anything arising out of neglect or default by the Crown. 

In 1964 a landslide occurred and a section of the wall collapsed. The hospital authori- 
ties requested the Department to rebuild the wall, whereupon the Department engaged a 
consultant to determine the cause of its failure. His opinion was that the design of the 
wall built in 1956 had been adequate; that subsequent to the construction of an extension 
to the hospital, the authorities had placed a shallow layer of fill on the bank supported 
by the wall which had been enough to eliminate the safety factor in the design. 

As the failure could not be attributed to neglect on the part of the Crown, and in 
view of the obligation assumed by the hospital in 1956, the request for remedial action 
was initially declined. In 1965, however, on the basis that a precedent had been set by 
the construction of a wall to protect another Chatham hospital several years earlier, and 
as the Province of Ontario was prepared to bear 50% of the cost, the Department decided 
to proceed with the work. It was completed in 1966 for $143,704, the cost to the Federal. 
Government being $71,852. 

The hospital authorities have agreed not to institute any claim in future against 
the Federal Government in respect of collapse or other damage sustained by property of. 
the hospital resulting from any cause whatsoever connected with the construction of the 
wall and to repair, maintain and reconstruct it whenever necessary. 


143. Cost resulting from delay in preparation of plans, Ottawa. In March 1965 the | 
Department of Public Works obtained Treasury Board authority to lease virtually all of 
the space in a new Ottawa building. Initially it had been proposed to lease a smaller area 
of the building and it was not until February 1965 that the decision was reached to 
lease most of it to accommodate the Department of the Secretary of State. 


It was agreed that the ten-year term of the lease would commence from the date of 
occupation and that partitions would be supplied by the lessor at his expense on the basis 
of layouts and specifications prepared by the Department of Public Works. 

The Department of Public Works was unable to provide the owner with partitioning 
plans during the latter stages of the building construction so that partitions could be 
installed and the premises be ready for occupancy by April 1, 1965 as had been antici- 
pated by the owner. Although layouts for four floors were provided by April 12, 1965) 
and the balance by early June, the date of occupancy for rental purposes was not until. 
June 29, 1965. 

The Department of Public Works maintained that following approval of entry into’ 
the lease a full requirements study and the production of plans could not have been! 
accomplished to permit earlier occupancy. It was conceded, however, that the owner had. 
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) suffered financial loss through circumstances over which he had no control. Accordingly, 
) during the current year he was paid $36,889 on an ex gratia basis in settlement of his 


| claim of $166,000 for costs occasioned by the delay. 
| 144. Cost of unused space, Fabreville, Que. Early in 1964 the Department of Public 
Works, at the request of the Department of Defence Production, leased a warehouse at 
'Fabreville at an annual rental of $17,250 for a term of five years for storage of heavy 
equipment, machine tools, etc., being moved from various locations in Montreal and 
Quebec City. This term, rather than a shorter one with renewal options, was arranged 
because the Department of Defence Production gave a firm commitment that the space 


would be required for a period of five years. 


In December 1965 the Department of Defence Production informed the Department 
of Public Works that in order to reduce administrative costs and save handling charges, 
a consolidation was being effected in a warehouse at Long Branch, Ont., and the ware- 
house at Fabreville would not be required after December 15, 1965. 


| During 1966 the Department of Public Works tried unsuccessfully to find other 
government departments which might be able to use the space. Efforts to sublet to 
‘commercial interests were also unsuccessful, except for an unacceptable offer from an 
affiliate of the lessor. 

In February 1967 the Department of Public Works obtained Executive approval to 
accept the lessor’s offer to issue a quit-lease on the premises, effective January 1, 1967, on 
payment of $15,000. This amount, together with the $17,969 paid as rent during the 
period December 16, 1965 to December 31, 1966 while the warehouse remained vacant, 


resulted in a total non-productive outlay of $32,969. 


145. Cost resulting from construction delays, Ste. Anne de Bellevue, Que. In 
December 1959 the Department of Public Works, acting for the Department of Veterans 
Affairs, awarded a contract for the demolition of an existing laundry building and the 
construction of a new laundry at Ste. Anne’s Hospital, Ste. Anne de Bellevue. The final 
cost was $448,161, including the contract price of $374,905, items of additional work 
costing $43,106, and non-productive expenses of $30,150. 
| Although the planning called for completion of the undertaking in February 1961, 
it was not finished until March 1962. At that point the contractor submitted a claim which 
included $53,664 relating to delays to which the work had been subjected. After investi- 
gating, the Department of Public Works conceded that delays totalling 93 days had 
occurred which could be attributed to its failure to provide decisions on change orders 

ithin a reasonable time, thus forcing the contractor to maintain idle crews on the site 
and to incur unnecessary administrative costs. 

There is an indication that the consulting architects did not properly assess the 
operating conditions of the laundry and did not properly co-ordinate their efforts with 
those of the Department of Veterans Affairs in developing specifications that would 
adequately cover the installation of the equipment. 
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During the year settlement in the reduced amount of $30,150 was made with 


Treasury Board approval. 


146. Additional cost due to inaccurate contract drawings and extension of work 
period, St. John’s, Nfld. In 1962 the Department of Public Works awarded a contract for 
the reconstruction of the South Side Road, a phase of harbour improvements at St. 
John’s. The contract price was $714,660 based on lump sum prices, fixed unit rates and 
estimated quantities. The work was completed in 1964, the final cost being $1,083,587, 
including the 1966-67 settlement of a claim for extra costs referred to below. 

In 1965 the contractor submitted a claim requesting complete renegotiation of the 
contract because he had suffered a substantial loss on his undertaking. He based his re- 
quest on the contention that the contract had been altered materially because certain 
water mains shown on the contract plans had been found to be either absent or in a dif- 
ferent location. Although the Department refused to consider renegotiation, it did in- 
form the contractor that if he could show that changes in job conditions resulting from 
the inaccurate plans had resulted in additional work and costs, the effect of the changes 
would be considered. As a result, the contractor submitted a detailed claim in support of 
compensation of $266,218. | 

The claim was ultimately settled for $179,649. Of this amount $160,526 may be 
regarded as relating to additional work required to complete the contract. Of the balance, 
$7 500 resulted from the cancellation of an order for gravel due to rescheduling of the 
work when it was found that the water mains were not in specified locations, and reorder- 
ing some months later at an increased cost. The balance of $11,623 related to additional 
costs for protecting and heating concrete and for under-utilization of equipment because 
delays, caused when nearby property owners threatened litigation, extended the work 
period into the winter months. The non-productive element of the settlement is therefore 
$19,128. 


147. Costs resulting from termination of contracts, Davis Cove and Lattle Paradise, 
Nfld. In December 1965 the Department of Public Works awarded contracts for the re- 
construction of the public wharves at Davis Cove, $56,945, and Little Paradise, $65,653, 
the same contractor being involved in each instance. 

Early in 1966 the Government of Newfoundland announced plans for the construc- 
tion of a new fish plant, and a ship building and repair facility in the nearby community 
of Marystown. It was estimated that this development would require a substantial labour 


f 


force to be drawn from surrounding communities, including Little Paradise and Davis © 
Cove. After local citizens had applied to a provincial body for financial assistance towards — 
resettlement, and it appeared that the two communities would be depopulated in the © 


near future, the Department decided that reconstruction of the wharves should not be 
proceeded with and the contracts were terminated. 
Although no actual construction work had been carried out, a settlement of $17,852 


was negotiated with the contractor to compensate him for preliminary and closing-out 
costs. 


a. 
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148. Hx gratia payment to the Town of Jerseyside, Nfld. In October 1964 the Town 

) of Jerseyside agreed to sell to the Department of Publie Works for $2,000 a parcel of 
land with a frontage of 70 feet and a depth of approximately 80 feet as the site for a 
small post office. 
As is sometimes done to ensure that an early start on construction can be made, 
whether or not there is a delay in the formal acquisition of a site, a notice of expropria- 
tion of the property was registered on December 16, 1964. It was then found that the 
site was part of a 14-acre parcel of land which the Canadian Nationa] Railways owned 
and was in the process of selling to the Town for $350. The site required by the Depart- 
‘ment was later acquired from the Railways at no cost, and the municipality obtained 
title to the balance of the property. 

It appeared, however, that both the acquisition of the land and the payment of 
$2,000 by the Department were basic to the Centennial plans of the community. In 
December 1966 an Order in Council authorized the payment of $2,000 to the Town on 
an ex gratia basis “‘in the default of purchase by the Department of Public Works of land 
from the Town of J erseyside”’. 


149. Failure to file statements. Section 121F of the Canada Corporations Act, R.S., 
€.53, requires a public company to file a copy of its financial statement with the Registrar 
General within seven days after mailing to its shareholders. A filing fee of $5 is set by 
the tariff of fees. 
| At March 31, 1967, 875 public companies were in default in filing financial state- 
ments, some since 1962. In addition, 282 companies had never filed a financial statement 
since incorporation, some as far back as 1917. The Act makes no provision for penalties 
for failure to file financial statements and there appears to be nothing that the Registrar 
General can do to enforce such filing. 

Section 125 of the Act requires every company (both public and private) to file with 
the Registrar General annual returns on or before the first day of June in every year 
giving certain information concerning the company and its directors. The annual filing 
fee is $5 or $10 depending on whether the company has share capital or is without share 
capital. Section 125 also provides for a fine on summary conviction not exceeding $20 a 
day where a company, its directors or officers, are in default in the filing of the annual 
return. To the best of our knowledge this penalty clause has never been invoked by the 
Department. 

If companies do not file the annual returns for three consecutive years (now reduced 
to two years) there is provision in section 125 for the Registrar General to give a year’s 
notice that the company will be dissolved unless it files the returns as required. As of 
June 1, 1967, there were 7,143 companies in default in the filing of these returns. The 

iames of 1,434 companies have been published in the Canada Gazette for failure to file 
ind 605 of these companies have been dissolved, with another 506 now in the process of 
deing dissolved; 323 of the companies filed the returns upon publication of the notice. 

A great many of these companies are inactive and the provision for dissolution serves 
‘ useful purpose in clearing their names from the record. Those companies which do file 
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returns after their names have been published are obviously not dormant and presumably 
could be convicted for a breach of the law but no such action is ever taken and thus the 
penalty provisions of section 125 of the Act have been completely inoperative. 


150. Costs of supervision of race track betting not recovered by the R.C.M.P. Section 
178(3) of the Criminal Code, 1953-54, ¢.51, provides that no pari-mutuel system of bet- 
ting shall be used upon any race course unless the system has been approved by and its 
operation is carried on under the supervision (at the expense of the associations involved) 
of an officer appointed by the Minister of Agriculture. The Department of Agriculture 
maintains a small headquarters staff but in general the supervisory work is carried out 
by members of the Royal Canadian Mounted Police. 

Although the Force bills the Department for its services, a number of cost elements 
are not taken into consideration. The billings are based on the pay and plain clothes 
allowance of members for each day worked at a race track and while travelling, together 
with associated living and transportation expenses. No provision 1s made, however, for 
costs such as leave entitlement earned, pensions, medical expenses and supervision. 

The Department of Agriculture was charged $403,000 for the Force’s services in re- 
spect of the supervision of race track betting during 1966-67. Although no precise calcula- 
tion has been made of the unbilled indirect expenses for the same period, we estimate 
that an additional amount in excess of $200,000 would be involved. 

The Force has had the matter of assistance to the Department of Agriculture in the 
field of pari-mutuel supervision under study since 1963. It is of the opinion that, as the 
duties involved are not of a law enforcement nature, they could be performed by civilian: 
supervisors of the Department, thereby alleviating the Force’s manpower problem. The. 
Department, on the other hand, has suggested that as the Force has played a major part 
in the supervision for many years, it would be appropriate for the Force to assume com-) 
plete responsibility for the entire operation. 

In the event that the R.C.M.P. continues to act in its present capacity, charges to. 
the Department should provide for the recovery of all cost elements. ” 


151. Deficit on inspection services. The Department of Trade and Commerce is 
responsible for the administration of the Gas Inspection Act, R.S., ¢.129, the Electricity 
Inspection Act, R.S., ¢.94, and the Weights and Measures Act, R.S., c.292. As authorized 
by these statutes, fees are charged for the related inspection services. Two of the statutes 
specify that fees are to be regulated so as to meet the cost of carrying these Acts into 
effect and, although the Weights and Measures Act does not explicitly require revenues 
from fees to match the cost of the inspection services, it is our view that they should do so. 

In our 1965 Report and 1966 Report (paragraph 130) we pointed out that direct costs 
of administration of these statutes had exceeded revenues for a number of years andi 
recommended a complete reassessment of the rate structure in order to recover to the 
extent possible the total cost of the services. There has been no change in the rate’ 
structure and, for the year ended aMrch 31, 1967, direct costs of administration exceeded 
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revenues by $1,084,000. These costs include only salaries and expenses of district offices. 
The inclusion of the costs of operating a laboratory, administration and services provided 
by other departments would increase the deficit to an estimated $2,110,000. 


As the following table shows, the deficit has been increasing steadily: 


| Year ended March 31 


1967 1966 1965 1964 
Inspection of electricity and gas— 
| re Oa Ei en ow hk, ok ks. $ 1,494,000 $ 1,365,000 ¢ 1,323,000 $ 1,193,000 
MOTONUG, SOCET Ei cet e ee. 1,128,000 1,141,000 1,103,000 1,056,000 
| ete AE Sertich erty) pli bn bergen h 
| 366,000 224,000 220,000 137 ,000 
: Spar Ee ag ies ae a 451,000 449 ,000 474,000 456 ,000 
ONC cde fen 3 od. orton score: 817,000 673,000 694,000 593 , 000 
Inspection of weights and measures— 
Direct costs. ee ae? nee 1,874,000 1,668,000 1,605,000 1,459 , 000 
ioevenuetrk 00. oe OLE Od) 2. 1,156,000 1,153,000 1,191,000 1,117,000 
718,000 515,000 414,000 342,000 
! Le 575,000 526 , 000 579,000 557 , 000 
} a ao 1,293,000 1,041,000 993 ,000 899 , 000 
Sanath stant ae eS a 
Bremen), AMO cols . $ 2,110,000 $1,714,000 §$ 1,687,000 


$ 1,492,000 


We understand that recommendations concerning amendments to the Gas Inspection 

ict, the Electricity Inspection Act and the Weights and Measures Act which would 
1corporate proposals in respect of the fee structure, were deferred “pending review of 
ne recommendations which may be made by the [Special Joint Senate Commons] 
ommittee [on Consumer Credit and Cost of Living] and which may have implications 
or the above-mentioned statutes”. 
im 152. Projection system abandoned before completion. A projection system was 
quired for installation at the base of a large exhibit in the Canadian Pavilion at the 
367 World Exhibition. After a feasibility study, two firms were awarded a joint contract 
© approximately $80,000 to produce a “rear screen” projection system. 

The contract provided that one of four divisions was to be completed first in 
‘der to ensure that the system was acceptable. The system proved unsuitable, mainly 
scause of the problem of surrounding light washing out the picture. The project was 
dandoned and the contractors were paid $13,000 plus $800 for their feasibility study. 


A “front screen” projection system which was developed by one of the joint con- 
actors proved acceptable and was installed at a cost of $63,000. 
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153. Artificial computer constructed and then abandoned. Having determined that 
computer suppliers were unwilling to provide equipment for use in an exhibit, other than 
at their standard tariff, the Department of Trade and Commerce awarded a contract on 
November 9, 1965 for the fabrication of an artificial computer centre for display within 
the Canadian Pavilion at the 1967 World Exhibition. This exhibit was completed in 
March 1966 at a cost of $54,000. 

A computer manufacturer then became interested and offered to install a live 
computer centre at no cost to the Government. As the agreement with the Canadian 
Corporation for the 1967 World Exhibition provided that the Canadian pavilion would 
be limited solely to the representation of Canada, and that any persons, firms or corpora: 
tions might only participate in the Exhibition subject to the authority of the Commis. 
sioner General of the Exhibition, the manufacturer was asked to make his proposal tc 
the Corporation directly. It later developed that the Canadian Corporation for the 1967 
World Exhibition had need for more computer capacity but had no suitable accommoda. 
tion for an installation. Accordingly, it sought assistance from the Canadian Government 
whose pavilion was thus provided with an opportunity to house and exhibit a live coll 
puter at a nominal rental of $10,000. | 

The artificial computer centre was abandoned but equipment valued at $21,000 wat 
salvaged and incorporated into other exhibits leaving an amount of $33,000 as the cost 


of the abandoned work. | 


154. Additional cost arising from an exchange of ship construction contracts 
Paragraph 135 of last year’s Report presented the circumstances under which the Depathi 
ment of Transport arranged for the exchange of two ship construction contracts betweer 
companies. The reason for the exchange was the likelihood that the company which hat’ 
been awarded a contract for the construction of an icebreaking, rail car, automobile an! 
passenger ferry for service in the Northumberland Strait would be unable to meet ¢) 
mid-1967 delivery date. The contract was transferred to a second company, at the sami 
price of $13,199,000, with the vessel to be completed not later than September 27, 1967 
In return the first company received a contract for the construction of an icebreaking, 
buoy tending and supply vessel for the Gulf of St. Lawrence service at the origina, 
contract price of $10,231,000. In addition, however, this contractor was paid $200,000 a 
recompense for a portion of his administrative overhead which could not be absorber 
because of the transfer of the ferry contract. | 

The expected benefit from the exchange, namely the 1967 completion of the fern, 
vessel, has not materialized, the contractor being unable to deliver before September 1968 
One reason for the extension is serious delay in the delivery of components of the mal) 
propulsion system. Further delay is the consequence of the diversion, with the concurrene, 
of the Department, of material which had been allocated to the Northumberland Strai’ 
ferry to another vessel being constructed for the Department in the same shipyard. 


155. Additional costs due to contract cancellation, Trois-Riviéres, Que. In our 196 
Report (paragraph 136) reference was made to a 1960 contract for the construction of / 
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unway, a parking area, a connecting taxiway and an access road at the Trois-Riviéres 
irport. The circumstances under which the contract was taken out of the hands of the 
nd lowest tenderer to complete were described. 
t was stated that the original contractor had sued for work completed up to the time he 
as ordered off the site and for damages sustained as a result of the cancellation of his 
ontract; that counter-suit had been brought against him for the additional costs incurred 
having the contract completed by another contractor; and that the Exchequer Court 
f Canada had ruled in favour of the contractor in respect of both suit and counter-suit, 
warding him an additional $28,594 for work performed and $4,500 in damages. As a 
2sult, the cost of the undertaking, which on the basis of final quantities would have been 

62,433 if the original contractor had proceeded with the job to completion, could be in 
| cess of $625,000 after payment of the Court award and associated costs. 


The Crown appealed the judgment of the Exchequer Court and in June 1967 the 
upreme Court of Canada maintained the appeal and the Crown’s cross-demand, the 
mount to be later adjudicated. 


The Department had previously endeavoured to invoke the performance bond 
rovided by the first contractor but the bonding company had refused to accept any 
sponsibility, contending that the bond became invalid when, without prior reference 
it, the contract was cancelled by the Department of Transport and the completion 
the work entrusted to another contractor. Since the rendering of judgment by the 
apreme Court, the Department of Justice has proceeded with an action against the 
nding company. 

| Pending the adjudication of the amount involved in the Crown’s successful cross- 
hand against the original contractor and the obtaining of judgment on the action 
sainst the bonding company, the cost of the work undertaken at the Trois-Riviéres air- 
ort in 1960-61 cannot finally be established. 


} 
y 


156. Cost of consultants’ claim, Edmonton, Alta. In 1958 architects were retained 
’ the Department of Transport for the design and construction supervision of an air 
rminal building and associated facilities at the Edmonton International Airport. Con- 
suction began in 1960 and, although occupied by the Department and opened to the 


. 


iblic in December 1963—about ten months ahead of schedule—the work was not for- 


ally accepted until September 1966, at a cost of $10,811,147. (See paragraph 127 of our 
65 Report. ) 

| During their engagement tne consultants made a number of claims for work per- 
rmed which was not compensative under their agreement and for the cost to them of 
lays during the construction period. Lengthy negotiations led to the acceptance in 
nuary 1967 of a settlement of $26,000, of which $16,700 may be regarded as non-pro- 
etive. Abandoned plans were mainly responsible for $6,700 of this amount. The bal- 
ce of $10,000 was the amount which the Department felt could reasonably be offered 
| cover a large number of debatable items which had already involved many time-con- 
ming investigations by its officers and those of other departments. 
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The 1967 settlement brought the total payment to the architects to $688,815, includ- — 
ing $70,000 paid in 1960 for original design work which was abandoned when substantial 
revisions in the size of the proposed terminal building were required. 


157. Cost of building construction delay due to redesign of foundation system, Win- — 
nipeg, Man. In 1960 the Department of Transport awarded a contract in the amount of 
$1,290,660 for the construction of a power house for the air terminal building at the - 
Winnipeg International Airport. The contract was completed in 1962 at a cost of © 
$1,445,949. 

The plans for the foundation work required caissons to be constructed with six inch 
penetration into hardpan. It was not then known that the hardpan did not exist at the | 
level expected under approximately 50% of the site; instead about 42 feet of water- 
bearing sand and gravel under artesian pressure lay between the surface and rock 
strata. The result was that the contractor encountered severe water conditions in this. 
area. After he expressed unwillingness to proceed as planned because of this circumstance, © 
an intensive soil investigation was made. As a result the foundation system was rede- 
signed to permit the use of a type of pile in substitution for the remaining caissons. | 

On completion of construction of the power house the contractor submitted a claim | 
for extra costs incurred because the soil conditions were not as specified. Lengthy nego- ) 
tiations extending to 1966 led to a payment of $20,165, of which $9,373 was in recognition ! 
of shut-down costs and other expenses incurred as a result of a three-month delay while) 
the foundation system was being redesigned. The balance of $10,792 was for diamond | 
drilling undertaken by the contractor on his own initiative, the results of which proved — 
useful to the Department, and for the load-testing of a caisson at the request of the, 
Department. | 


\ 
I 


158. Cost of “dead-freight”. The Department of Transport acts as a co-ordinating 
agency for the assembly, transportation, and delivery of supplies to the Arctic on behalf : 
of government departments and commercial and private concerns in departmental ves- | 
sels or in vessels operated by commercial shipping companies. | 

In our 1965 Report reference was made to a “dead-freight” charge of $44,000 result- 
ing from the delivery to a shipping company in Montreal of cargo which was considerably 
short of what had been expected. Although the Department of Northern Affairs and 
National Resources was primarily responsible for the situation, the entire cost of $44,000. 
was met by the Department of Transport. | 

In its Eighth Report 1966-67 the Public Accounts Committee urged that a more in- 
tensive effort be made to assess requirements sufficiently in advance of a shipment to 
ensure that the safeguard of a penalty clause for failure to meet delivery dates can be 
inserted in contracts with suppliers, and expressed the opinion that the Department of 
Northern Affairs and National Resources should have borne the cost of that element of 
the non-productive payment of $44,000 attributable to it. | 
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| During the current year the Department of Transport paid $41,334 to shipping 
companies for short-shipments in connection with the movement of cargo to the Eastern 
Arctic. Of this amount $35,184 related to the 1965 shipping season and the balance to 
the 1966 season. As only $2,758 was the responsibility of the Department of Transport, 
$38,576 was charged to other government departments and private interests. The Depart- 
ment of Northern Affairs and National Resources (now the Department of Indian Affairs 
and Northern Development) was again primarily responsible for the short-shipments, 
$31,145 being the cost incurred on its behalf, The records of that Department indicate 
that the freight shortage was mainly the result of a number of prefabricated buildings 
not reaching Montreal in 1965 in time to meet shipping dates. 


_ The Department of Justice has suggested to the Department of Transport that in 
order to avoid future “dead-freight” costs, consideration should be given to altering the 
purchase order forms in use to clearly indicate the position of the Department in the 
event that cargo at time of shipment is less than planned. The purpose would be to 
induce the shipping companies concerned to enter into negotiations with the Department 


if they are not prepared to enter into a contract under the amended terms. This sug- 
gestion has not yet been acted upon. 


159. Cost of removal of oil from derelict. In our 1965 Report reference was made to 
sosts in excess of $430,000 incurred by the Crown in connection with the removal of an 
vbandoned sunken wreck containing an oil cargo which, though not a menace to navi- 
sation, was considered to be a serious threat to water fowl, marine life and coastal prop- 
sty. This cost was borne by the Crown because in the circumstances there was no legis- 
ation under which the private interests involved could be held responsible for the 
emoval of the wreck or for costs if removal was undertaken by the Crown. 

The Public Accounts Committee, in its Eighth Report 1966-67 (see Appendix 1, 
tem 40) recommended that the Department of Transport take immediate steps to intro- 
luce the necessary legislation so that the Crown may be protected from such costs in 
uture. In our 1966 Report (paragraph 132) we stated that we had been informed that 
he Department intended to include such a proposal among others for amendments to 
he Canada Shipping Act, R.S., ¢.29. Although the Department suggested that amend- 
aents be introduced during the 1967 session of Parliament, which among other things 
7ould provide for the recovery of the cost of removing a wreck which was a potential 
ource of pollution, this was not done. 


During the year the Department of Transport incurred substantial costs in connec- 
on with another case similar to the one reported upon in 1965. 


On December 20, 1963 a vessel of foreign registry, without cargo, went hard aground 
n the west coast of the Magdalen Islands, Que., with approximately 350 to 450 tons 
f fuel oil in her tanks. Her position was such that she did not constitute a hazard to 
avigation and an investigation at the time indicated that there was little likelihood 
' the vessel breaking up for some years. 
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During the summer of 1964, after becoming aware that the people in the area were © 
oil pollution from the wreck would destroy the local fishing industry, | 
ugh survey of the situation. As a result attempts were 
made to have the owners remove the fuel oil or to obtain consent for the Department — 
to do so, but these efforts were unsuccessful until June 1965 when the Department was 
permitted to proceed. In September 1965 a contract was awarded for the removal of the 
fuel oil for a lump sum price of $37,385. This contract was only partially completed, — 
$4 000 having been paid against a progress estimate, when in March 1966 the contractor | 
abandoned his undertaking and the contract was terminated. a 

By this time, as a result of storm damage suffered late in 1965, it was apparent that — 
the hull was breaking up and that it was imperative that the fuel oil be disposed of as — 
A new contract was arranged in November 1966 and the fuel oil 


apprehensive that 
the Department made a thoro 


soon as possible. 
removed at a cost of $383,000. 


d of the Department as to why earlier action could not have been taken 


We inquire 
s made to recover the © 


to remove the danger from oil pollution and why no attempt wa 
costs incurred from the owners of the vessel. We were snformed that no such action was — 


possible as the wreck was not a hazard to shipping. 


160. Escalation of costs relating to construction of a Communications Satellite 
Ground Station, Mill Village, N.S. In January 1963 the Department of Transport | 
obtained approval in principle from the Treasury Board to proceed with the planning for | 
the construction of a Communications Satellite Ground Station. 

Noting that the estimated cost, based on first approximations, could vary between 
$3,600,000 and $5,500,000, depending on the amount of developmental work and the | 
deeree of versatility incorporated into the Station, the Board requested that every effort — 
be, made to keep the cost as low as possible, commensurate with the actual program 
requirements. | 

The construction of the facility was well advanced in February 1965 when ps 
Department sought and obtained Treasury Board approval to increase the total expend- 
iture to $9,100,000. This was followed in January 1966 by authority for an interim increase 
to $12.000.000, at which time the Board was informed that the final amount required | 
would likely be in the vicinity of $13,000,000. The total expenditure reported in the 
Public Accounts to March 31, 1967 under “Earth space satellite communication system” | 
is in excess of $11,700,000. : ! 

After approval of the program in 1963, a number of contracts were entered into, m- 
cluding the following: 
(a) A contract was awarded in June 1963 for the making of an engineering study and the 
submission of a firm engineering proposal, together with costing information, including” 

the estimated costs of proof of performance tests, and other documentation and sound 

economic data for the planned construction of the Station. When approving of this con- 

tract the Treasury Board authorized the same contractor to be designated as the Systems 
Integration Contractor provided that satisfactory performance was achieved on this 


| 


(0) 


(c) 


(d 


— 
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contract and that mutually acceptable terms could be negotiated. The contract was 
completed at a cost of $50,000. 

After receipt of this engineering study report, in October 1963 the Treasury Board 
approved of entry into an implementation agreement with the same contractor, provid- 
ing for project management, systems engineering and the supply of equipment and 
field engineering for the Station, at an estimated cost of $5 million. Under this contract 
the Department undertook to provide the necessary buildings. De 

Despite the fact that the contract for the engineering study had called for costing 
information with respect to a firm engineering proposal, this contract did not provide for 
a target incentive price or a ceiling price subject to renegotiation on equitable terms in 
the event of an abnormal profit or loss to the contractor. Instead, it called fora lump 
sum price for project management and for payment of fixed per diem rates with respect 
to the services of professional and technical staff and cost plus a fee based on cost. for 
the manufacture of equipment, there being no reference to an overall price. 7 

Costs under this contract amounted to $8,539,000 to March 31, 1967. In some 
degree the substantial increase over the estimate of $5 million was undoubtedly due to 
the rapidly changing technology involved which bordered on, and in some instances 
went beyond, “the state of the art”. This required judgments as to the nature and scope 
of the research and development and associated costs necessary to achieve the contract 
objectives. In addition, problems of control were created when the capabilities of the 
Station, which originally had been primarily directed towards an experimental space 
program, were expanded to meet the requirements of commercial as well as experimental 
operations. 

However, a major factor contributing to the excess of costs over the estimate 

appears to have been the lack of cost control permitted by both the nature of the cost- 
plus contract and the administrative arrangements. Technical officers of the Department 
exercised control over both the work and costs but there does not appear to have been 
close liaison with the financial officers of the Department except in the closing stages 
of the contract. A project administrator was not appointed until the work was approach- 
ing finality by which time the Department had twice permitted commitments to greatly 
exceed approved amounts without further reference to the Treasury Board. When this 
situation was noted, the Board took the unusual step of assigning a member of its secre- 
tariat to the departmental unit established to negotiate a wind-up on a favourable basis 
A contract for the necessary buildings with related structures for the Station. was 
entered into in July 1964 at an original contract price of $1,155,000. This was the lowest 
of three tenders received, although the Department’s estimate prior to inviting tenders 
had been $795,000. The considerable difference between this estimate and the lowest 
tender was regarded by departmental officials as due to the wariness of bidders because 
of the possible consequences involved in the specified strict co-ordination required with 
other phases of construction. The final cost of this contract was $1,287,000. 
In April 1965 the Department was authorized to retain consultants to examine, assess, 
evaluate and advise on the suitability of certain systems provided under the systems 
integration contract. The estimated cost of this contract was $90,000 based on per 
diem rates and living and travelling expenses. The actual cost was $289,000. The 
increase was attributed in large part to the fact that, as the technique of communicating 
by way of satellites was very much in its infancy, it was necessary to use the services 
of the consultants to a much greater extent than originally anticipated to search out 
problem areas and to investigate alternative approaches. Losses on short notice of 
departmental engineering staff also resulted in additional demands on the consultants. 
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161. Additional cost of little-used railway spur line, Pointe-au-Pére, Que. In our) 
1965 Report we described the circumstances under which the Department of Public | 
Works spent $401,000 in 1961 for the acquisition of the site and the construction of the | 
right of way of a railway spur line at Pointe-au-Pére. The rails and associated equipment 
of the line for which there was an annual rental of $4,169 had been installed by the. 
Canadian National Railways. However, the annual rental was not being paid by the’ 
Department of Transport to which the line had been transferred on completion. The 
facility had rarely been used. | 

In July 1966 the Railways’ interest in the line was purchased for $129,346 from 
funds provided in Department of Transport Vote 20a, and the accumulated unpaid ren- 
tal of $25,014 was forgiven. The information appearing in the Estimates details in sup- 
port of this Vote read “Construction of Railway Siding at Pointe-au-Pere, Quebec”, 
although in fact construction had been completed in 1961. 


162. Awards under the Pension Act. In paragraph 140 of our 1966 Report and in. 
previous Reports we have pointed out that, due to inconsistencies and ambiguities in 
the Pension Act, R.S., ¢.207, it was difficult to determine whether or not awards were in) 
conformity with the provisions of the Act, particularly those awards granted on a dis- 
cretionary or compassionate basis and to persons in a dependent condition. The Public 
Accounts Committee in its Eighth Report 1964-65 had made recommendations designed 
to overcome these shortcomings (see Appendix 1, item 23) and the Minister of Veterans. 
Affairs, in a letter to the Chairman on March 3, 1965, had commented on recommenda- 
tions of the Committee. However, the Committee had not yet considered these comments. 


We also pointed out last year that no report had been received from the Committee: 
set up in September 1965 to survey the organization and work of the Canadian Pension | 
Commission including the interpretation by the Canadian Pension Commission of such 
sections of the Pension Act as in the opinion of the Committee should be considered. | 


The situation remained unchanged throughout 1966-67. The Minister’s letter o/ 
March 1965 and a further letter of June 21, 1967 have not yet been considered by the 
Public Accounts Committee. Furthermore, the Committee appointed in 1965 to survey 
the operations of the Canadian Pension Commission, which was expected to report witl 
its recommendations to the Minister within three months of the date of appointmen’ 
or as soon thereafter as possible, has still not reported. 


Clarification of the Pension Act is particularly necessary because the usual check: 
provided for the protection of the Crown do not operate with respect to it. Subsection’ 
(1) and (5) of section 5 of the Act read as follows: 


5.(1) Subject to the provisions of this Act and of any regulations, the Commissio) 
has full and unrestricted power and authority and exclusive jurisdiction to deal with anv 
adjudicate upon all matters and questions relating to the award, increase, decrease, suspen 
sion or cancellation of any pension under this Act and to the recovery of any overpaymeD 
that may have been made; and effect shall be given by the Department and the Comptrolle 
of the Treasury to the decisions of the Commission. 

(5) The Commission shall determine any question of interpretation of this Act an 
the decision of the Commission on any such question is final. | 
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Not only are the Department and the Comptroller of the Treasury, in fulfilling their 
functions with respect to the payments of pensions and recovery of overpayments, thus 
‘barred from taking their normal part in protecting the Crown but the advice of the 


‘Department of Justice is not available in the interpretation of the conflicting provisions 
of the Act. 


y 


| 163. War veterans allowances. Our previous Reports have commented on various 
matters relating to the administration of the War Veterans Allowance Act, R.S., ¢.340. 
‘In paragraph 141 of our 1966 Report we noted that the Public Accounts Committee had 
reviewed our comments and had recommended in its Highth Report 1964-65 (see Ap- 
pendix 1, item 24) that all cases of deliberate deception in respect of awards under the Act 
be vigorously prosecuted; that mortgages or agreements for sale held by recipients be 
recognized as either personal property or an interest in real property and that a reasonable 
return on these equities be assumed; and that where the presence of a child is the reason 
for an award at married rates, the income of the child, unless exempted under the Act, 
be taken into account in determining the amount of the award. We further observed that 
comments on these recommendations made by the Minister of Veterans Affairs, in a 
letter dated March 3, 1965 to the Chairman of the Public Accounts Committee, had not 
yet been considered by the Committee. We noted the War Veterans Allowance Regula- 
tions had been amended in June 1965 so that principal and interest payments received 
in any year under a mortgage or agreement for sale in respect of property were to be 
considered as income ; and if these payments were deemed to be inadequate or so arranged 


as to qualify an applicant for an allowance under the Act, a fair and reasonable return 
would be assessed, thus meeting in part one of the Committee’s recommendations. 
| There has been no change in this situation since our 1966 Report—the Minister’s 
letter of March 1965 and a further letter from him to the Chairman of the Public 
Accounts Committee under date of June 21, 1967 have still to be considered by the 
Committee. 
_ Our examination during the year brought to light six more cases of overpayments 
-otalling $8,147. An overpayment of $3,345 was the result of considerable employment 
of both the recipient and his wife over a period of five years with failure to disclose 
sarnings in excess of those permitted under the Act. We did not note any cases of 
srosecution to enforce penalties under the Act and its Regulations. 
| 

164. Unrealistic meal charges in departmental hospitals. The revenue credited to 
Department of Veterans Affairs Vote 30, which provides for the operation and main- 
enance of hospitals and related services, included $429,000 for meals provided to staff 
ind visitors in hospital cafeterias and senior staff dining rooms. Charges for full course 
neals, which were set in 1952, are breakfast 30 cents, dinner 45 cents and supper 30 cents 
n the cafeterias, with an extra ten cents per meal charged in the senior staff dining rooms 
vhere full table service is provided. 
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While it is a common management practice to subsidize meals in large institutio 
such as factories and hospitals, the degree of subsidization in the Department’s hospitals — 
is extremely high. Cost figures produced for the 1965-66 fiscal year show $1.33 as the | 
average cost per meal so that there is a substantial loss on each meal served. When | 
Sunnybrook Hospital was transferred in 1966 from the Department of Veterans Affairs — 
to the University of Toronto, the new authority closed the senior staff dining room and — 
introduced in the cafeteria a system of pricing individual food items so that a midday | 
meal, comparable to that provided by the Department at 45 cents, is now priced at 90 
cents to $1.00. | 

It appears obvious that a more realistic pricing policy is required in departmental | 
hospitals. | 

| 

165. Federal-provincial shared-cost programs. Although information regarding Can- } 
ada’s contribution towards each sizeable federal-provincial shared-cost program is avail- 
able in Volume II of the Public Accounts in the details of expenditure of the departments | 
administering the contributions, nowhere is the substantial overall total of federal con- 
tributions to shared-cost programs provided on a regular basis. The last published com- | 
pilation of these costs was contained in a booklet prepared in 1968 by the Federal- | 
Provincial Relations Division of the Department of Finance for the use of members of | 
the Federal-Provincial Continuing Committee on Fiscal and Economic Matters meeting | 
in that year. | 

In our 1966 Report (paragraph 143) we expressed the belief that it would be inform- ( 
ative to the House if a detailed summary of the numerous federal-provincial shared-cost | 
programs were more readily available, which would show the federal share of the costs 
on an annual and cumulative basis, and suggested that this be shown as an appendix i 
the Public Accounts. This suggestion has not yet been considered by the Public Accounts | 
Committee. | 


A comparison of the federal expenditures under these programs for 1966-67 with | 
those of the preceding year follows: | 


1966-67 1965-66 
Programs in which No. of No. of 
costs are shared with: programs Amount programs Amount | 
Ba pravineen tsi yk OT eet 24 $ 596,541,000 24 $ 471,988,000 
More than one but not all provinces....... 43 482,179,000 40 394,828,000 
Slay OLE OVE Coa es a eee kee ete 30 61,162,000 23 49 , 221,000 


97 $ 1,139,882,000 87 $ 916,037,000 
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The following is a listing, by departments, of the major programs, each of which 
involved expenditure during the year in excess of $10 million, showing also the comparable 
amounts spent on these programs in the previous year: 


| Amount 
| Department and program 1966-67 1965-66 
i 
Agriculture— 
South Saskatchewan River irrigation and power project...... $ 11,303,000 $ 15,129,000 
| Forestry and Rural Development— 
| Agricultural rehabilitation and development................ 13,728 ,000 10,160,000 
| Manpower and Immigration— 

*Technical and vocational training......................... 219,764,000 151,421,000 

Municipal winter works incentive......................... 37 ,473 ,000 40 ,989 ,000 
| National Health and Welfare— 
ie *Hospital insurance and diagnostic services................. 396,277 ,000 318,528,000 
PUUme@mpinyOIen WASsISLAN COs < cu. 6. erie a sc ba urd vaeecccuces. 143 , 116,000 101,572 ,000 
LE es 28,501,000 27,708,000 
. Evi ge Me Pe Pe eR On Cae 19,626,000 26 ,855 ,000 
Hospital construstion grinteaic.orllsd OU. 125.22. a eye 16,381,000 17,586,000 
*Disabled persons allowances...................-0.--.--22.. 15 ,013 ,000 14,958 ,000 
| Canada Assistance Plan payments....................... 10,496,000 _ 
Public Works— 
. acne anada Dighwayel SURO... orPlels. Adi op,. 81,015,000 83 , 423 ,000 
Secretary of State— 

| Centennial Commission—Grants to provinces for projects of a 
er a eee EIS iar). es We ANT bi eek 18,840,000 4,469 ,000 
Transport— 
Atlantic Development Board—various projects............. 35,160,000 21,856 ,000 
} 


$ 1,046,693,000 $ 834,654,000 


*The Province of Quebec has opted out of all or part of these programs. 


| The expenditures shown are direct costs only and do not include any administrative 
*xpenses incurred by the Federal Government. 


The total expenditures do not include tax abatements and tax equalization pay- 
nents of $246,540,000 in 1966-67 and $252,519,000 in 1965-66 to the Province of Quebec, 
ollowing its election in 1965 under the Established Programs (Interim Arrangements) 
\ct, 1964-65, ¢.54, to wholly administer and finance certain standing programs. These 
wrograms are hospital insurance and diagnostic services, old age assistance, blind persons 
Iowances, disabled persons allowances, the welfare portion of unemployment assistance 
nd certain aspects of technical and vocational training and general health grants. 


ij 


166. Statements requested by the Public Accounts Committee. Volume II of the 
967 Public Accounts includes section 45, “Miscellaneous Statements”. It consists of 
our statements prepared by the Comptroller of the Treasury showing additional infor- 
aation recommended by the Public Accounts Committee in its Ninth Report 1964-65 
or inclusion in the Publie Accounts. 
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The attention of the House is directed to these statements because they contain 
mation of interest, particularly to the members of the Public Accounts Committee. 


infor 


1. Educational leave costs—Page 45.2 
This statement summarizes the cost of educational leave granted to employees under 


section 73 of the Civil Service Regulations which, effective March 13, 1967, became section 
57 of the Public Service Terms and Conditions of Employment Regulations. 

It will be noted from the statement that the total costs involving 504 employees for | 
the year 1966-67 amounted to $937,743. The comparable amount for the previous year | 
was $600,893 and involved 290 employees. | 


2. Losses of $1,000 or more due to accidental destruction of, or damage to, assets which would | 
normally be covered by insurance had such coverage existed—Page 45.3 
Previously, this statement covered all losses due to accidental destruction of, or damage 
to, assets which would normally be covered by insurance had such coverage existed. How- — 
ever, the statement presented in the 1967 Public Accounts covers only losses of $1,000 or 
more. 
The statement shows that such losses (of $1,000 or more) amounted to $1,959,939 in | 
1966-67 compared with total losses of $4,791,800 in the previous year. | 


3. Report of surplus material disposed of in 1966-67—Pages 45.4 to 45.5 
A comparative summary of the surplus material disposed of in 1966-67 and 1965-66, | 
subject to the footnotes shown on the statement appearing in the 1967 Public Accounts, | 


follows: 
1966-67 1965-66 
Value Value . 
Cost obtained Cost obtained 

Obsolete but serviceable........$ 30,821,000 $ 788,000 $ 48,761,000 $ 1,485,000 
Surplus but serviceable........ 85,396, 000 8,437,000 54, 983, 000 3, 262,000 | 
$ 116,217,000 9,225,000 $ 103,744,000 4,697,000 
Surplus but repairable......... 3,867,000 4,634,000 | 
oe eer £5 sk: tet 836,000 846,000 

$ 13,928,000 $ 10,177,000 


4. Summary of accounts properly chargeable to the fiscal year 1966-67 but carried over to the | 
fiscal year 1967-68—Pages 45.6 to 45.9 


This statement is commented on in the following paragraph. 


167. Unpaid accounts carried forward to new fiscal year. A statement of amounts’ 
properly chargeable to 1966-67 which were not paid in that year appears on pages 45.6 


to 45.9 of Volume IT of the Public Accounts. The statement reveals that 37 departments’ 
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and agencies had such accounts, compared with 30 in the previous year. The amounts 
shown in the statements are divided into four categories, the totals of which compare 
with the previous year’s totals as follows: 


March 31 
1967 1966 
SSE A a : a ae ee es $ 12,253,000 $ 5,341,000 
Accounts received in the paying office on or before the last day for 
EES EE DA a a Te. 4,698 , 000 4,985,000 
Accounts received in the paying office after the last day for payment.. 10,216,000 19,088,000 
Accounts held by the department................................ 2,922,000 1,940,000 


$ 30,089,000 $ 31,354,000 


Not included in the statement are unpaid accounts amounting to $1,595,000, including 
$512,000 which could not be paid because of insufficient funds. These accounts were not 
received in time for payment, so the overall total for the last two categories was 
$14,733,000. A review of lapsings within the relative votes revealed that of this amount, 
$9,048,000 could have been paid had the accounts been received in time but $5,685,000 
could not have been paid because of lack of funds. 

No explanations are given in the statement for the non-payment in the year of 
accounts totalling $4,698,000 which were in the paying offices before the last day for 
payment. Funds in fact were available in the 1966-67 appropriations to cover payment 
of $4,689,000 of this amount. 


The reasons for non-payment of these accounts may therefore be summarized, with 
he comparable amounts for the preceding year, as follows: 


March 31 
1967 1966 
Failure to pay although funds were available.................... $ 4,689,000 $ 4,113,000 
Failure to get accounts in on time........................... 2... 9,048 , 000 14,638,000 
Failure to seek supplementary PUD POPTISGIONG 500582 ethos. iwhvan coven. 12,262,000 6,482,000 
Failure to get accounts in on time and to seek supplementary appro- 
TS haa at a ie al I dle Se la le ic A SS 5,685,000 6,390,000 


$ 31,684,000 $ 31,623,000 


From this summary it will be noted that the unpaid accounts at each year-end were 
pproximately the same, so that there was no adverse effect on the total expenditure 
harged to 1966-67 appropriations. However, the 1966-67 appropriations were intended 
0 cover amounts coming in course of payment during that year and technically they were 
verspent by $17,947,000. 


100 AUDITOR GENERAL’S REPORT, 1966-67 


Another charge applicable to the year but which has been carried forward as part 
of the current assets item “Departmental working capital advances” is an amount of 
$1,160,000 included in the balance of $1,741,000 in the “Aoricultural Products Board 
Account” (see paragraph 172 of this Report). This is the amount by which the pro- 
vision in Department of Agriculture Vote 17g fell short of meeting the loss of $6,823,000, 
exclusive of the estimated value of major services provided without charge by government 
departments, experienced by the Agricultural Products Board during the year (see also 


paragraph 252). 


168. Losses through the fraud, default or mistake of any person. Section 70(1) (e) of 
the Financial Administration Act provides that the Auditor General shall report annually 
to the House of Commons every case in which he has observed that there has been a 
deficiency or a loss through the fraud, default or mistake of any person. 

During the year, 29 losses totalling $26,382 were noted resulting from defalcations 
or other fraudulent acts of public officers. Amounts totalling $1,800 were recovered, 
leaving net losses of $24,582. These are summarized as follows: 


Initial Net 
I Depart ment Number loss Recoveries loss 
ca a frac imi ab hath Duel las deta 2 Pe od tet Meh as 1 $ 335 $ 183 $ 152 
Indian Affairs and Northern Development..... 5) 17,296 865 16 431 
PNR LICKEMOOS 2 aa soy notes eas eas da he 3 651 602 49 
National Revenue— 
‘ Customs and Excise Division............... 19 4,956 10° 4,946 
Secretary of State— 
Centennial: Commission . .. .. 2.5 «eevawevexs. 1 3,144 140 3,004 
29 $ 26,382 $ 1,800 $ 24,582 


, 


I 


Of the net loss of $24,582, amounts totalling $16,860 have been charged to the Public | 
Officers Guarantee Account subsequent to the year-end and the remainder are to be’ 


charged thereto at the request of the departments concerned. 
Losses from defalecations in the Post Office Department in 1966-67 numbellilll 


110 amounting to $71,609. Of these, 66 totalling $25,943 were recovered in full while | | 
partial recoveries on the other losses amounted to $18,740. These losses are chargeable | 


to the Post Office Guarantee Fund. 


Also noted in the audit were 20 other losses totalling $12,399 which are required to 

be reported although they do not fall within the category of losses due to defalcations 
. 1 ' 

or other fraudulent acts of a public officer and therefore are not chargeable to the Public” 
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Officers Guarantee Account. Recoveries of $5,783 during the year reduced the net loss to 
$6,616. The following is a Summary by departments of these losses: 


Initial Net 

Department Number loss Recoveries loss 
ae RS re A 1 $ 1,298 $ 157 $ 1,141 
Indian Affairs and Northern Development. .... 1 1,678 1,678 
wenn awe, SONY. OFS 10) bebe ay 1 11 1] 
Manpower and Immigration.................. 2 259 259 
praGonallDebenreiaicio!. 0. At ob doc, 4 2,395 2,255 140 
National Revenue— 

Aexation Division... 616.5 roe caleen oc, 1 200 200 
REE Le pe 2 3,557 3,557 
OU 2 2,733 1,683 1,050 
Royal Canadian Mounted Police.............. 6 268 10 258 


20 $ 12,399 $ 5,783 $ 66,616 


169. Non-productive payments. Since 1961 there have been included in the Auditor 
General’s annual Report to Parliament at the request of the Publie Accounts Committee 
Jetails of the non-productive payments which came to our notice in the course of the 
audit. Because of the concern of the Committee with the increasing number of non-pro- 
luctive payments, we have again sought. to pinpoint the underlying reasons for this 
“ype of cost, particularly when the circumstances leading to the non-productive payment 
sppear to have been beyond the control of the department or agency against whose 
ippropriation it was charged. 


It is important to remember that many of the 42 non-productive payments men- 
Joned in this Report relate to prior years’ transactions although the payments were not 
nade until 1966-67. The total cost this year is estimated at $8,301,000. Of these cases, 


’) are referred to in the foregoing paragraphs while the remaining 17 cases are as fol- 
OWS: 


1. COST OF UNUSED HOTEL ACCOMMODATION.—LHarly in 1967, because of an anticipated 
shortage of hotel accommodation in the City of Montreal, the Canadian Broadcasting 
Corporation entered into contracts with three hotels to ensure accommodation for its 
personnel travelling to Montreal on business. Up to June 20, 1967 this accommodation 
had remained unoccupied 24%, 46% and 66% of the time. The contract with the hotel 
having an unoccupied rate of 467% was terminated on May 31, 1967 and a termination 
charge of $18,900, equal to one month’s rent, was paid. The cost of the unoccupied 
accommodation for the period January 1 to June 20, 1967 amounted to $104,000 
of which approximately $37,500 pertains to the period January 1 to March 31, 1967. 


2. ADDITIONAL COST DUE TO DELAY IN MOVEMENT OF SHIP, WHITEHOUSE, N.T.—In February 

1966 the Department of Indian Affairs and Northern Development entered into a con- 

_ tract at a price of $49,200 for the removal of the beached sternwheeler “Klondike” 

at Whitehorse to a location where it would become an established National Historie 
Site and the focal point for a local park development. 

Shortly after the contract had been awarded a number of local residents made 

known their opposition to the plan, and two months elapsed before the contractor was 

instructed to proceed. Since the frost had by then receded, it was necessary to revise 
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procedures for the move as the work had to be carried out on soft ground. The fir.uncial 
consequence of the delay was an additional payment of $7,828 to the contractor pri- 
marily to cover the construction of additional skids and platforms so that damage to 


streets would be minimized. | 


3. ADDITIONAL COSTS ARISING FROM PAINTING DEFECTS.—In the course of the audit the follow- 
ing three cases were noted where painting failures resulted in additional costs: 


(a) On July 6, 1965 a contract was awarded for the exterior painting of 205 living 
quarters at Canadian Forces Base Rivers, in Manitoba, at a firm price of $46,000, 
the work to be completed by October 4, 1966. On September 9, 1965, when 75 
quarters had been painted completely and 122 had been primed, the contractor was 
instructed to stop applying the finishing paint as it had begun to peel. Investigation 
revealed that the latex-base finishing coat would not adhere to the oil-base primer 
unless the two were applied within a few days of each other. The Crown, the con- 
tractor and the paint manufacturer were not aware of this characteristic of the 
particular brand of primer chosen by the contractor. The contract required the use 
of types of primer and finish paint identified by Canadian Government Specifica- 
tions Board number and specifically mentioned that the brand used would meet 
these specifications. It was agreed that the contractor had acted in good faith and 
accordingly the Department of National Defence used its own personnel to remedy 
the results of peeling at a cost of $6,800. 

In June 1966 the Treasury Board approved an amendment to the contract pro- | 
viding for the use of an oil-base finishing paint on the remaining 130 units. The 
contractor received an additional $3,500 for materials and $3,400 for increased 
labour costs and turned over to the Department the remaining latex-base paint 
valued at $3,000. 

As a result of this paint defect, costs to the Crown were increased by $10,700. 
We are informed that beginning in 1966 specifications for this type of contract 
were changed to prevent the recurrence of this problem. 


(b 


Nee” 


In June 1964 a firm price contract amounting to $9,769 was awarded for the 
exterior painting of 13 steelox duplexes and a chapel at Canadian Forces Base 
Moisie, in Quebec, the work to be completed by August 20, 1964. 


The contractor tried unsuccessfully to produce an acceptable finish in the 
summers of 1964, 1965 and 1966. In January 1967 the contract was cancelled and, 
as the contractor had used the paint specified and applied it in the manner sug- 
gested by the Crown, he was paid $7,303 in final settlement of his claim comprising 
labour and material used $3,610, paint turned over to the Department $1,910, an 
amount of $1,380 in respect of work stoppage and $403 for cancellation charges. 


We have been unable to determine what percentage of the painting was satisfac- 
torily completed. 


(c 


— 


In June 1965 a contract was awarded for the exterior painting of 160 living quar- 
ters at Canadian Forces Base Gimli, in Manitoba, at a firm price of $38,976, the 
work to be completed in October 1965. However, in September the contractor was 
instructed to wait until problems relating to the paint specification were resolved. 
In September 1966, after the painting of 124 of the 160 units had been: 
accepted by the Crown, the Department of National Defence requested termination 
of the contract because a protective coating on the steel panelling was causing the 
paint to peel. Under the circumstances the contractor was relieved of any further 


responsibility. In January 1967 he was paid a cancellation charge of $1,500 bring- 
ing the total cost of painting 124 units to $35,983. 
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4. WAGES PAID FOR WORK NOT PERFORMED AT PORT COLBORNE, ONT., AND PRESCOTT, ONT.—AS 
mentioned in previous Reports, the National Harbours Board is required, under collec- 
tive bargaining agreements between the Board and the labour unions at Port Colborne 
and Prescott, to pay workers for “dip-time”, the initial stage of unloading a grain 
vessel when only mechanical devices are used. This period may last up to three hours, 
depending on the size of the vessel, before the services of riggers, rope pullers, scoopers 
and hold foremen are required. Payments for this time total an estimated $20,000 
annually. 


9. CONSULTANTS’ FEES IN RESPECT OF ABANDONED WORK, FROBISHER BAY, N.W.T.—In our 1964 
Report (Appendix 2, item 23) a detailed explanation was given of the circumstances 
underlying payments totalling $194,982 to consultants for the preparation of plans 
and specifications for the second phase of a development program at Frobisher Bay, 
which was abandoned. 


In 1966 final settlement was made with the consultants for their fees and expenses 
in connection with both phases of the planned program. Analysis of the adjustments and 
additional payments made since the matter was last reported indicates that a further 
$18,210 is attributable to phase two and consequently must also be regarded as non- 
productive. 


6. ADDITIONAL COST RESULTING FROM CONSTRUCTION DELAYS, KITCHENER, ONT.—The Depart- 
ment of Public Works awarded a contract in October 1962 for the construction of a 
postal terminal building at Kitchener. The original contract price was $545,000 and the 
undertaking was completed in 1964 at a cost of $614,546. 

The final cost includes $17,745 in respect of a 1966 settlement of the contractor’s 
claim for additional costs arising from a 24 month delay to which his work had been 
subjected. A portion of the claim arose from changes authorized by the consultants in 
the reinforcing steel in the concrete walls of the stair wells while the concrete frame 
of the building and the floors were being constructed. A second factor was the necessity 
of preparing revised drawings for the elevation of the exterior walls of the second floor. 

The Department decided that the work of the consultant architects was open to 
criticism and they were assessed $1,500 for failure to perform their function in a compe- 
tent manner. 


7. ADDITIONAL COST DUE TO CONSTRUCTION DELAY, OTTAWA.—In 1962 the Department of 
Public Works awarded a contract in the amount of $1,494,000 for the construction of a 
building for the Radiation Protection Division of the Department of National Health 
and Welfare at Ottawa. The building was accepted in February 1964 at a cost to that 
point of $1,612,801. 

During the current year two payments amounting to $13,307 were made following 
lengthy negotiations, bringing the final cost to $1,626,108. One of the payments, in the 
amount of $11,014, was compensation for additional job overhead costs of the general 
contractor and his mechanical subcontractor arising from a delay of seven weeks during 
construction. Because of the complexity of the mechanical and laboratory installations 
required for the specialized laboratory, the necessity for a number of changes was not 
apparent until the work was virtually completed, and the initiation of change orders 
caused the delay. 


8. COST OF UNUSED PLANS, TORONTO, ONT.—Reference was made in last year’s Report (para- 
graph 147, item 13) to a payment of $11,540 to the contractor who built the Sir William 
Mulock Building in Toronto to compensate him for extra costs resulting from delays in 
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_ COST OF UNUSED POST OFFICE SPACE, EDMONTON, AuTA.—Pending the completion of altera- 
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his planned schedule. The delays resulted because the partition lay-out Tequiremen 
could not be definitely established until effect had been given to organizational chang 
of the Unemployment Insurance Commission. 

During the year the consulting architects for the same building were paid $10,3 
‘n addition to their regular fee to compensate them for preparing floor lay-outs thr 
times during a period of six months while accommodation requirements were changin 
constantly, and for plans for library facilities which were not used. 


tions and an addition to the Edmonton postal terminal, the Department of Public Works | 
leased space for postal purposes in a privately-owned building at a total rental of $11,276 
per annum. The expiry date of the lease initially entered into in 1964 was August 31, 
1967, the target date for reoccupancy of the postal terminal. However, the alterations 
and addition were substantially completed much ahead of schedule and it was possible — 
to vacate the leased premises on August 6, 1966. 

As efforts by the Department of Public Works to sublet the accommodation were 
unsuccessful and there was no foreseeable requirement for the space by the Crown 
before the lease would expire, negotiations were entered into with the lessor which — 
resulted in a settlement of $7,500 for termination of the lease, effective October 1, 1966. 
This amount, together with the rent of $1,697 paid with respect to the period August 7- 
September 30, 1966 brought the total paid for the unused space to $9,197. 


ADDITIONAL COST DUE TO CONSTRUCTION DELAY, WESTON, ONT.—In 1962 the Department | 
of Public Works entered into a contract for the construction of a federal building at. 
Weston. The original contract price was $411,500 and construction was completed in 
the following year at a cost of $422,148. 


In 1963 the contractor submitted a claim for additional costs incurred due to delays 
which he maintained had been beyond his control. Following lengthy negotiations a 
settlement of $8,650, based on a delay period of eleven weeks, was made in 1966. The 
contributing circumstances were (a) a change from caissons to piling along one side 
of the property, and additional test drilling for footings (six weeks), (b) problems in 
installing the storm sewer connection because of a discrepancy in the drawings and the 
encountering of a telephone conduit (two weeks), and (c) time required to determine 


acoustic tile requirements and the telephone needs of the Unemployment Insurance 
Commission (three weeks). 


In this case, after allowing for the delay of eleven weeks referred to above, the 
contractor was assessed $4,368 in respect of costs incurred by the Department during a 


further period of ten weeks which elapsed when he failed to meet the adjusted comple- 
tion date. 


CONSULTANTS’ FEE IN RESPECT OF REVISION OF PLANS, ST. LAMBERT, QUE.—In 1963 the 
Department of Public Works commissioned a firm of architects to prepare plans and 
specifications and to supervise the construction of a post office at St. Lambert. 


. The preliminary estimate of the cost of construction was $180,000. When the work- 
ing drawings became available in late 1964, at which point the project might have 
proceeded to tender call, the architects’ cost estimate had risen to $225,000 and the 
Department’s to $260,000. The consultants were requested to revise the drawings i 
accordance with a layout provided by the Department, with a view to reducing the . 
cost and to meet certain objections of the Post Office Department. 


The architects received $13,245 as regular fee, based on an actual construction cost 
of $240,814. During the year a further $8,414 was paid in respect of the revisions. 
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COST OF UNUSED POST OFFICE SPACH, CHATEAUGUAY, QUE.—In 1965 the Department of 
Public Works entered into a renewal lease for one year commencing August 1, 1965 at 
a rental of $7,526 per annum, to provide continued postal accommodation at Chateau- 
guay. Although the Department had awarded a contract for the construction of a post 
office building at Chateauguay in March 1965 and estimated that this building could be 
occupied several months prior to J uly 31, 1966, efforts to arrange for a term to coincide 
with the completion of construction were unsuccessful. 

The rented premises were vacated on February 26, 1966. When efforts to obtain a 
quit-lease on satisfactory terms or to sub-lease the premises were not successful, rent 
was paid for the vacated space for over five months until the lease expired on July 31, 
1966. A non-productive cost of $3,181 resulted. 


COST OF UNUSED PLANS, MONTREAL, QUE.—In 1965 the Department of Public Works 
engaged a firm of architects to design, prepare working drawings and specifications for, 
and subsequently supervise construction of an office building at Montreal to accommo- 
date the Distribution Branch of the National Film Board. | 

In May 1966, by which time they had completed 35% of the preliminary drawings, 
the architects were instructed to cease work pending a decision as to whether a larger 
building was required. Ultimately it was concluded that the planning should be for a 
structure providing twice as much space as earlier contemplated. As it was apparent that 
the preliminary work performed by the architects would be of little or no value in 
relation to the revised concept, they were paid $2,745 to compensate them for the 
preparation of the abandoned drawings. 


COST OF UNUSED SPACE, FORT CHAMBLY AND RICHELIEU VILLAGE, QUE.—In June 1965 the 
Post Office Department informed the Department of Public Works that the introduction 
of letter carrier delivery service at Chambly, Fort Chambly and Richelieu Village had 
been recommended to the Treasury Board, and that this would mean that the leased 
post office premises in the latter two communities would not be required beyond a date 
which was later established as October 17, 1965. 

The Richelieu lease had been renewed in 1963 for a period of five years, following 
receipt of assurances from postal officials that the term would not conflict with the 
prospective date for establishment of letter carrier service. To cancel the lease the 
lessor required full payment of rent at the rate of $166 per month until May 31, 1966, 
plus $1,000, the equivalent of six months’ rent, in lieu of the $3,666 which the lease 
would have earned to the expiry date of March 31, 1968. 

The lease for the Fort Chambly accommodation had been renewed for the period 
December 1, 1964 to April 30, 1966, the lessor having been unwilling to consider a 
shorter term. Early termination was agreed to, based on acceptance of $435 repre- 
senting three months’ rent in lieu of the amount of $870 which would have been payable 
from November 1, 1965 to the original expiry date. 

A non-productive cost of $2,742 resulted from the rental and quit-lease payments 
made in respect of the premises after they were vacated. 


ADDITIONAL COST DUE TO CONSTRUCTION DELAY, MONCTON, N.B—In October 1964 the 
Department of Transport entered into a contract for additions and alterations to the 
air terminal building at the Moncton Airport at a price of $1,073,550. The work was 
completed during the current year at a cost of $1,183,279. 
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In June 1966 the contractor submitted a claim for the recovery of extra costs fo 
erhead attributable to delays which he regarded as beyond his con ol 
Consideration of the claim by the Department resulted in a payment of $7,100 it 
recognition of costs during a two-month period in which construction was held u yy 
unpredictable changes required in renovating the existing portion of the air te ning 


supervision and ov 


building. 
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170. The Statement of Assets and Liabilities as at March 31, 1967, with comparative 
igures as at the end of the preceding year, prepared by the Department of Finance for 
nelusion in the Public Accounts and certified by the Auditor General in accordance with 
ection 64 of the Financial Administration Act, is reproduced as Exhibit 2 to this Report. 


Assets 


171. The following table lists the assets at March 31, 1967, by main headings in the 
tatement of Assets and Liabilities, in comparison with the corresponding balances at 


1e close of the two previous years: 


March 31, 1967 


-+++...9 1,393,966,000 
2,136,000 


Ctitrent maneteiin pci ssielers: 
POCKOG CUTTER CY. 2 ilo kde sien he 2 
Advances to the Exchange Fund 
PRCHMU HLA. okies 1 ee , fey City! 
Investments in United States dollar 
securities issued by other than the 


2,355,000, 000 


Government of Canada............ 180,029,000 
Investment held for retirement of un- 

eet Re ori Aye ete, Se 1) 3,152,000 
Canada Pension Plan Investment 

PUmmrasarsied.4 Girard! . dieses 615,521,000 
Loans to, and investments in, Crown 

BUT Sredeus. 7. ofks ioe el ew 6,728, 665,000 


1,201,581,000 
1,713, 998,000 


Loans to national governments....... 
Other loans and investments......... 


Securities held in trust.............. 50 , 853 , 000 
pomtorred charges: 3" f: 7.6340... oe 581,846,000 
Inactive loans and investments....... 94,824,000 


Total recorded assets.......... 14,921,571,000 
Less—Reserve for losses on realization 


“OE ee i ns Se 546, 384, 000 
Net recorded assets........... $ 14,375,187,000 


March 31, 1966 


$ 1,015,994,000 
1,002,000 


2,696,000, 000 


187,192,000 


34,853,000 


5,659,074, 000 
1, 225,213,000 
1, 263,213,000 
51,956,000 
256,555,000 
94, 824,000 


12, 485,876,000 


546, 384,000 


$ 11,939,492 ,000 


March 31, 1965 


$ 1,075,383,000 


2,621,000, 000 


219,479,000 


4,996, 301,000 
1, 206,577,000 
1,140, 128,000 
43,586,000 
208, 585,000 
94,824,000 


11,605,863 ,000 


546 , 384,000 


$ 11,059, 479,000 


172. Current assets. The balances included under this heading at March 31, 
th the comparable balances at the close of the two previous years, were: 


March 31, 1967 


SED Tree Beles fee se ee orm OR) $ 1,009, 249,000 
Departmental working capital advances— 
Stockpiling of uranium concentrates. . . 57, 163,000 
Defence Production Revolving Fund... 34,018,000 
Miscellaneous departmental account- 
able, imprest and standing advances. 23 , 226,000 


March 31, 1966 


$ 759,080,000 


37,070,000 
22,590,000 


21,124,000 


March 31, 1965 


$ 850,282,000 


24,414,000 
30, 157,000 


18.641.000 


1967, 
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March 31, 1967 March 31, 1966 March 31, 1965 


Bullion and coinage accounts........-- $ 18,048,000 $ 14,794,000 $ 18,704,000 


Transport stores account.......-+++-- 10, 136,000 8,928,000 7,908,000 
Agricultural Commodities Stabilization 
PHT Sick acs £ co onde so Bee ne oe 2,031,000 5,426,000 23,152,000 
Agricultural Products Board Account. . 1,741,000 10,000 — 
he ers ae een 11,482,000 10,635,000 10,429,000 
157 ,795 ,000 120,577,000 133, 405 ,000 
Securities held for the Securities Invest- 
front AGOAURE, «6.6. as ours aera oe 197 , 689,000 81,476,000 62,561,000 


Other current assets. .....-- 0. -eeeeees 29, 233 ,000 54,861,000 29,135,000 


$ 1,393,966,000 $ 1,015,994,000 $ 1,075,383,000- . , 


The amount of $57,163,000 for stockpiling of uranium concentrates comprises accu- 
mulated costs of the acquisition, refining and stockpiling of these concentrates. 

The Defence Production Revolving Fund, established under the authority of section 
16 of the Defence Production Act, R.S., ¢.62, provides funds to finance the cost of stocks 
of defence supplies and essential materials and to provide working capital loans and 
advances to manufacturers of such supplies and materials. The Fund balance increased 
from $22,590,000 at March 31, 1966 to $34,018,000 at March 31, 1967, largely because 
of increases in recoverable expenditures of $8,680,000 on defence industry modernization 
projects and the transfer of the accumulated surplus of $2,286,000 to non-tax revenues. 

The $197,689,000 balance of the Securities Investment Account represents, at amor- 
tized cost, temporary holdings of securities of Canada by the Minister of Finance under 
the authority of section 17 of the Financial Administration Act. j 


173. Blocked currency. The amount of $2,136,000, on deposit in the Central Bank 
of Chile, was received in payments on loans made by Export Credits Insurance Cor 
poration to companies in Chile. The Government of Chile was unable to make available 
the necessary Canadian dollars for payment of the debt in Canada but has agreed to the 
withdrawal of funds deposited in 1965 in ten equal instalments on April 1 and October 1 
in the years 1968 to 1972, and to similar withdrawals in the years 1969 to 1973 of funds 
deposited in 1966. Interest at 6% per annum is payable by the Central Bank of Chile 
on these deposits. ' 


174. Advances to the Exchange Fund Account. This Account is operated by the 
Bank of Canada on behalf of the Minister of Finance, and advances are made by the 
Minister from time to time within the maximum ($3,500,000,000 at March 31, 1967) 
authorized by the Governor in Council under section 23 of the Currency, Mint and Ex- 
change Fund Act, R.S., ¢.815. The balance of the Account at March 31, 1967 as 
$2,355,000,000 and the market value of investments from advances was $2,385,339, . 
indicating an unrecorded surplus of $30,335,000. By comparison, the unrecorded surplus 
at the close of the preceding year was $32,743,000. 
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A summary of the transactions in the Account for the year ended December 31, 
966 is included in paragraph 273 of this Report. 

| 175. Investments in United States dollar securities issued by other than the Govern- 
ment of Canada. The major part of these holdings consists of $154.9 million of special 
United States of America securities acquired under authority of Order in Council P.C. 
1964-1427 of September 10, 1964, pursuant to Vote L17a, Appropriation Act No. 7, 1964, 
!964-65, c.20, which provided for their purchase out of United States dollars paid to 
Janada pursuant to the Treaty between Canada and the United States of America 
elating to co-operative development of the water resources of the Columbia River Basin. 
Securities amounting to $30 million (U.S.) matured in November 1966 and were re- 
leemed by the Government of the United States. 

__ The balance represents securities of the International Bank for Reconstruction and 
Jevelopment, totalling $25,125,000 and maturing in 1968 and 1969, which were pur- 
hased during 1966-67 pursuant to Vote L32b of Appropriation Act No. 9, 1966, 1966-67, 
0: 


To provide in the current and subsequent fiscal years for the purchase, acquisition, 
_ holding and disposition by the Minister of Finance of securities issued by the International 
_ Bank for Reconstruction and Development, the total cost of such securities that may be 
held by the Minister at any one time not to exceed—$150,000,000. 


| 176. Investment held for retirement of unmatured debt. This investment of 
3,152,000 consists of Canada bonds of the 1962-80, 54% issue, with a face value of 
3,300,000, which were purchased during the year in accordance with the terms of issue. 

/ 

| 177. Canada Pension Plan Investment Fund. Funds of the Canada Pension Plan 
1 excess of an amount estimated as required to meet all payments in the following 
iree months are available for investment in 20-year non-negotiable provincial and fed- 
‘al securities at the current interest rate. Investments at March 31, 1967, with the 
mmparable balances at March 31, 1966, were: 

’ 


March 31,1967 March 31, 1966 


| RR Bk ee dass. oe -ic+s-.-.04,., $362,007 000 $ 20,110,000 
| NN es ee 89, 484,000 5,085,000 
ys ML LS a a 54, 135,000 3,064,000 
a 37,016,000 2,077,000 
TE Pee peas Pepe 25, 894,000 1,432,000 
| ete ey WOE BO 22,663 , 000 1,248,000 
| rn, Sree peer ee ST eS en 17,679,000 972,000 
| Rg RES oe 11,693,000 655,000 
ET TE PSS Ee eae Sik eee enn ee 1,998,000 108,000 
| ae ae wee ee AS CRU 368,000 — 
Ree so ese Le, rere UU AL? FOL OF OF Dla 1,894,000 102,000 


$ 615,521,000 $ 34,853,000 
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178. Loans to, and investments in, Crown corporations. The following schedule show 
the nature of these loans and investments at March 31, 1967: 


Capital stock Loans and 
at cost advances Total q 

Central Mortgage and Housing Cor- | ; 

OPALION, 355.0 eae os ne be et Pete $ $ 2,941,547,000 $ 2,941, 547,000 
Canadian National Railways......-..--- 1,075, 236,000 © 542,698,000 1,617, 934,000 
Farm Credit Corporation.......-..++++5 752,492,000 752,492,000 
The St. Lawrence Seaway Authority..... 465,718,000 465,718,000 
National Harbours Board..........-+++++ 222 , 297 ,000 222 , 297 ,000 
Export Credits Insurance Corporation... 5,000,000 159,413,000 164,413,000 q 
Atomic Energy of Canada Lamited 24: 15,000,000 90 , 957 ,000 105,957 ,000 
Canadian Overseas Telecommunication 

Corporation........ : 49,774,000 49,774,000 
National Capital ‘Stuinitelons ihe er 

Greenbelt—see also below........-+-> 37,070,000 37,070,000 
Northern Canada Power Commission... . 30, 707 ,000 30, 707 ,000 
Polymer Corporation Limited.........-. 30,000,000 30,000 , 000 
Canadian Commercial Corporation...... 10,000 ,000 10 ,000 ,000 
Canadian Broadcasting Corporation— 

working capital—see also below....... 9,000 , 000 9,000,000 
Eldorado Mining and Refining Limited. . 8, 247 ,000 8, 247,000 
Bank of Canada.:..ii¢..29 0b eee ven 5,920,000 5,920,000 
Canadian Arsenals Limited............. 5,000 , 000 5,000,000 


Canadian National Railways—re acqui- 
sition and repair of passenger equip- 


Bie ee ee ss Ca eee 3,300,000 3,300,000 ' 
Canadian National Railways—re Yar- 

mouth—Bar Harbour ferry........... 666 , 000 666 , 000 
Canadian National (West Indies) Steam- 

Bits: AUGIEOd, i lyk cee ee eh te 1,000 324,000 325 , 000 
Canadian Patents and Development 

Litnited +. cccy aslo saci ieaie ne 296 ,000 296 ,000 
Canadian Dairy Commission............ 71,000 71,000 


1,139,700,000 §, 321,034,000 6, 460,734,000 


Recovery likely to require parliamentary 


appropriations— 
Canadian Corporation for the 1967 
World Exhibition. . ie 175,000 , 000 175,000 ,000 
Canadian iasadettiog Cohen 55,715,000 55,715,000 
National Capital Commission— 
Cormeen belt Shiai bald os ante i pera 37,216,000 37 , 216,000 


267 , 931 ,000 267 , 931 ,000 


$ 1,139,700,000 $ 5,588,965,000 $ 6,728,665,000 


The total of $6,728,665,000, an increase of $1,069,591,000 over the previous yeal, 
does not represent the total equity of Canada in its Crown corporations at March 31, 
1967. This equity in fact amounted to $8,238,437,000 as shown by their individual finan- 
cial SUR IOmEnts published in Volume III of the Public Accounts and as summarized in 
Appendix 12 on page 9.25 of Volume I of the Public Accounts. The principal reason for 
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this is that the accounts of Canada are maintained on a modified cash basis which does 
not provide for recording as assets such items as surpluses of Crown corporations or the 
cost of certain capital assets which have been charged to expenditure. In no sense does 
the Statement of Assets and Liabilities of the Government of Canada purport to be a 
2onsolidation including the accounts of its wholly-owned corporations. The corporations 
naintain their individual accounts on the accrual accounting basis followed in commercial 
oractice and a number have fiscal years conforming to the cycle of their individual opera- 
ions rather than the April 1 to March 31 fiscal year. 

Advances to Central Mortgage and Housing Corporation, made pursuant to section 
12(1) of the Central Mortgage and Housing Corporation Act, R.S., ¢.46, increased by 
489 million resulting from additional advances of: $499 million for loans to approved 
\orrowers, less repayments of $87 million; $99 million less repayments of $25 million in 
espect of projects entered into with provinces, municipalities and universities; and $2.3 
aillion for the purpose of making loans to holders of National Housing Act insured 
1ortgages. 

The total for the Canadian National Railways increased by $127 million due to: a 
arther investment of $31 million in 4% preferred stock of the Company pursuant to 
sction 12 of the Canadian National Railways Financing and Guarantee Act, 1964, 
964-65, c.41; an increase of $50 million in advances under section 7 of the Canadian 
lational Railways Refunding Act, 1955, 1 955, c.31; an increase of $40 million in advances 
wr capital purposes under the Canadian National Railways Financing and Guarantee 
et, 1965-66, 1966-67, c.67 ; an increase of $3.3 million in loans under the authority of 
otes L8la and L81g, Appropriation Acts No. 9, 1966, 1966-67, c.55, and No. 2, 1967, 
66-67, c.85, in respect of passenger equipment ; and an increase of $3.1 million in 
mporary loans required by Air Canada. 

The amount for Farm Credit Corporation increased by $164 million over the preced- 

g year due largely to further loans of $182 million, less repayments of $25 million under 
1e Farm Credit Act, 1959, ¢.43, and $6.1 million paid to the Corporation under section 
‘of the Act as additional capital. 
The amount shown for The St. Lawrence Seaway Authority increased by $30 million 
cluding a net increase of $2.6 million in deferred interest on loans and additional loans 
talling $27 million, of which loans of $8.5 million are in respect of the Welland Canal 
id are interest-free. 


The amount shown for Export Credits Insurance Corporation reflects an increase of 
6 million in advances to enable the Corporation to provide long-term financing of 
port sales of capital goods and services. 

There was an increase of $28 million in advances to Atomic Energy of Canada 
mited for the construction of: the Douglas Point generating station, $18 million; Pick- 
hg generating station, $6 million; Gentilly nuclear power station, $2.5 million; Nelson 
ver power project, $1 million; and Sheridan Park engineering office, $.5 million. 

_ Loans to the National Capital Commission for the purpose of acquiring property in 
2 National Capital Region other than in the Greenbelt increased by $5 million. 
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of $6 million for working capital were made to the Canadian 


Additional advances to 
Appropriation Act No. 9 


Broadcasting Corporation under the authority of Vote L12c, 
1966, 1966-67, c.55. 
Additional loans t 
ing to $131 million were aut 
1966, 1966-67, c.55, and No. 
March 31, 1967 is $175 million. 


appropriations in future years. 
The financing of the capital requirements of the Canadian Broadcasting Corporation 


continued to be by means of loans. Additional loans, under the authority of Vote LI0. 
Appropriation Act No. 9, 1966, / 966-67, c.55, totalled $29 million (net) and are to be 
repaid by equal annual snstalments over a twenty-year period from parliamentary appro 
priations provided for the Corporation. 3 ; 

Loans to the National Capital Commission for the purpose of acquiring property it 
the Greenbelt increased by $2 million. Repayment of these loans may be dependent on 


parliamentary appropriations in future years. 


o the Canadian Corporation for the 1967 World Exhibition amoun 
horized by Votes L30 and L30e, Appropriation Acts No. ¢ 
1, 1967, 1966-67, c.73. The total of the loans advanced to 
Repayment of the loans will involve parliamentary 


179. Loans to national governments. The following is a listing of the balances of 
these loans at March 31, 1967 in comparison with the balances at the close of the two 


previous years: 


~ 


March 31, 1967 March 31, 1966 March 31, 1965 


Wiskech I teadaits 7k. ass ieee De 8 1,059,231,000  $ 1,078,088,000 $ 1,058,863, 000 
67 , 600, 000 67 , 600, 000 67, 600, 000 


WANG ar Kn eh an 0 la gk Sarina Oe 


NMatherlaiite. ey diss ed eee eee es 32,130,000 32,130,000 32, 130,000 
Belo a a i Sa ee 23,070,000 25,377,000 27,684,000 
India—for the purchase of wheat and flour —— 9 , 722,000 10, 688 , 000 
Toadies cacfcagniaci oats } a ate tees 3,969,000 6,366,000 8, 638,300 
Other Gountried ios ce be Se Sw a snes 15,581,000 5,930,000 ; 974,000 


$ 1,201,581,000 $ 1,225,213,000 $ 1,206,577,000 


France and the Netherlands during the year because of special payments made in 1962- 33. 

Canada, under the authority of Department of External Affairs Vote 36a, Approp ia 
tion Act No. 9, 1966, 1966-67, c.55, forgave the outstanding principal and accrued inte es 
on the loan to India for the purchase of wheat and flour. 

The item “Other countries” includes special assistance loans to seven develop ng 
countries totalling $15,054,000, an increase of $9,798,000 over the previous year. These 
loans include $11,710,000 repayable over 40 years, following a grace period of 10 ye 8 
from the date of execution of each agreement, and bear interest at # of 1% per annu 1 01 
the amount of the loan committed less any repayments. 
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180. Other loans and investments. The balances com 
967, with comparable balances at the end of the two pr 


Subscriptions to capital of, and working 
capital advances and loans to, inter- 


March 31, 1967 


March 31, 1966 


March 31, 1965 
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prising this asset at March 31, 
evious years, were: 


national organizations....... 952,188,000 $ 724,695,000 ¢ 709, 754,000 
Veterans’ Land Act Fund.............. 333 , 857 ,000 278 , 842,000 256 , 408 ,000 
Less—Reserve for conditional benefits. . 22,449,000 22,651,000 24,339,000 
311,408,000 256 , 191,000 232,069,000 
Municipal Development and Loan Board 
OT Ee Ae ae ny ain 236,331,000 115,491,000 9,474,000 
Less—Reserve for forgiveness of in- 
+” area aed all pl aiatadict em A 5,097,000 6, 633 , 000 1,837,000 
281 , 284,000 108 ,858 , 000 7,637,000 
Loans to provincial governments........ 123,515,000 96 , 723 ,000 98 , 436,000 
Housing projects for the Canadian Forces 20 , 497 ,000 20 , 560 , 000 20 , 386,000 
Loans to manufacturers of automotive 
products in Canada.................. 12,627,000 125,000 — 
Assisted passage scheme................ 11,096,000 6,387,000 3,681,000 
Government of the Yukon Territory..... 9,073,000 8, 540,000 6,855,000 
Government of the Northwest Territories 8,876,000 6,418,000 3,885,000 
Government equity in agency account of 
Crown Assets Disposal Corporation... . 7,298,000 5,004,000 5,522,000 
Temporary loans to Old Age Security 
Per niewskt ahi eels) ex — — 24,954,000 
ther Balance tosis ses hs . sta cst, 22,090,000 25,504,000 23,103,000 


1,709, 902,000 1,259,005 ,000 1,136, 282,000 
Recovery likely to require parliamentary 
appropriations— 
Capital assistance loans, Town of 


| Oromocto, New Brunswick....... 


4,096,000 4,208,000 3,846,000 


$ 1,713,998,000 $ 1,263,213,000 ¢ 1,140, 128,000 


The following is a listing of Canada’s subscriptions to capital of, and working capital 
vances and loans to, international organizations at March 31, 1967, in comparison with 
le amounts at the close of the two previous years: 


March 31,1967 March31,1966 March 31, 1965 


Subscriptions to capital— 
International Monetary Fund...............$ 782,655,000 
| International Bank for Reconstruction and 


$ 577,250,000 $ 577,250,000 


| Ppvelspmaniiics, B95 Ft Ao. vii okey oer. ox 85 ,024 ,000 80 , 483 ,000 80, 483 ,000 
: International Development Association..... 70,722,000 55,695 ,000 40 ,668 ,000 
| International Finance Corporation........... 3,522,000 3,522,000 3,522,000 
} Asian Development Bank.......... 2,703 ,000 vim — 

. 944,626,000 716,950,000 701 ,923 ,000 
| Working capital advances and loans........... 7,562,000 7,745,000 7,831,000 


$ 952,188,000 $ 724,695,000 $ 709,754,000 
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During the year Canada increased its subscription to the capital of three interna 
tional organizations: International Monetary Fund, $205 million; International Develop- 
ment Association, $15 million ; and International Bank for Reconstruction and Develop- 
ment, $4.5 million. Canada also subscribed $2.7 million for the purchase of 250 shares in 
the Asian Development Bank representing 10% of a commitment to the Bank author- 
ized by Appropriation Act No. 9, 1966, 1966-67, c.55, which includes: 

Vote L23b—To authorize in the current and subsequent fiscal years the purchase of 

2,500 shares of stock of the Asian Development Bank, being Canada’s subscription as a 
member thereof, for the amount of $25,000,000 US., including authority in the current and 
subsequent fiscal years for the issue to the Bank, on behalf of the Government of Canada, 
as payment for the shares so purchased, pending cash requirements by the Bank, non-interest 
bearing non-negotiable demand notes ‘n such form as may be determined by the Minister 
of Finance, notwithstanding that the payment may exceed or fall short of the equivalent 
in Canadian dollars, estimated as of June, 1966, which is—$27,027,000. 


The increase of $55,217,000 in the Veterans’ Land Act Fund was mainly due to addi- 
tional advances of $75,937,000 for the purchase of property, less repayments of 
$24,867,000. 

The Municipal Development and Loan Board advances were made pursuant to the 
Municipal Development and Loan Act, 1963, c.13, to provide financial assistance to aug- 
ment or accelerate municipal capital works programs. The Act provided for the forgive- 
ness of 25% of the principal amount of a loan where the municipal project in respect of 
which the loan was extended was completed to the satisfaction of the Municipal Develop- 
ment and Loan Board on or before September 30, 1966, and 25% ot the cost of the work 
performed to that date where the project was not completed until a later date. At March 
31 1967 advances with respect to projects not completed amounted to $20,388,000 and 
accordingly a reserve of 25% or $5,097,000 was established to cover the portion of the 
advances to be forgiven. 

The loans to provincial governments at March 31, 1967, with the comparable balances 
at the end of the two previous years, were: 


March 31, 1967 March 31, 1966 March 31, 1965 


Nisuy PUA WIDE ca x 06.9 ots $e a he eee ae $ 31,782,000 $ 29,048,000 $ 32,788,000 
Samtatehew@an ccs. bebe oeck cee te eee 26 ,386 ,000 29 ,995 ,000 28 , 461,000 
Wwe ROTA, (ots. AS ee eee a Cee uene Rare 22,394,000 7,043 ,000 7,139,000 
Wewiountiaid oo 5 cee ce Oe 17,725,000 3,525,000 493 ,000 
Wisdeaata CIE oe. ho ay cree eee ee 10 ,343 ,000 11,239,000 12,537 ,000 
Mantinhas: coi wea rer eae 9,461,000 10 ,002 ,000 10,708 ,000 
WIN PUR  C os cn nis OS ee ek ee eae an 5,424,000 5,871,000 6,310,000 


$ 123,515,000 $ 96,723,000 $ 98,436,000 


181. Securities held in trust. The amount of $50,853,000 at March 31, 1967 represents 
securities held for the following accounts: guarantee deposits in respect of oil and gas. 
permits, $32,287,000; guarantee deposits in respect of customs duties and excise taxes, 
$5,241,000; Canadian vessel construction assistance, $3,967,000; pilots’ pension funds, 
$3,328,000; contractors’ securities, $2,833,000; and other, $3,197,000. 
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182. Deferred charges. The balances included under this heading at March 31, 1967, 
ith the comparable balances at the close of the two previous years, were: 


March 31,1967 March31,1966 March 31, 1965 


Unamortized portion of actuarial deficiencies— 


Public Service Superannuation Account...... $ 189,453,000 $ 93,621,000 ¢ 39,921,000 
Canadian Forces Superannuation Account... 260 , 223 ,000 53,601,000 53 , 762,000 
Royal Canadian Mounted Police Superannua- 

Peee. eee et, BO. 10,957 ,000 3,115,000 4,153,000 


460 , 633 ,000 150 ,337 ,000 97 ,836, 000 
Unamortized loan flotation costs............... 121,213 ,000 106,218,000 110,749,000 


$ 581,846,000 $ 256,555,000 $ 208,585,000 


The item “Unamortized portion of actuarial deficiencies”, $460,633,000 at March 
1, 1967, increased by $310 million over the previous year because of charges of $442 
aillion resulting from salary revisions, offset by credits of $132 million for amortization 
f deficiencies. The relative statutes provide that the amounts of special credits to the 
uperannuation accounts (set up as “Deferred charges—Unamortized portion of actuarial 
eficiencies”) shall be charged to the Consolidated Revenue Fund in five equal annual 
astalments. 

The item “Unamortized loan flotation costs” records the unamortized portion of dis- 


ounts and commissions paid on the issuance of loans. The following is a summary of the 
ransactions for the year: 


; 
) 


SC TEOITEC Stool ogi: am ll Rae le ey a $ 106,218,000 
Add: 
Discount and commissions on new loans.......................------.022.0 0. 60 , 858 ,000 
Discount and commissions on additional issues of existang loana so. ee 446 ,000 
167 ,522 ,000 
Deduct: 
Amortization charges included in 1966-67 BROMINE ates k i tc poird cee ene 46 ,309 ,000 
oh SSR Coe) Ee $ 121,213,000 


183. Inactive loans and investments. The $94,824,000 shown for this item, which has 
sen unchanged for many years, comprised the following balances: 


Loan to China in 1946, under the Export Credits Insurance Act.................... $ 49,426,000 
Loans to Roumania in 1919 for the purchase of goods produced in Canada........... 24,329,000 

Balance arising out of implementation of guarantee, given under the Export Credits 

) Insurance Act, of loans by chartered banks to Ming Sung Industrial Company Lim- 


| ited (carrying prior guarantee by the Government of China)..................... 14,470,000 
) Loans to Greece in 1919 for the purchase of goods produced in Canada.............. 6,525,000 
| Loan to Province of Saskatchewan in 1908 for the purchase of seed grain (last payment 

CaN AE UNA Aid ee), Wen a mc ovis, hl Lc eins vi one ore Ree 74,000 


$ 94,824,000 
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Liabilities 
184. The following table lists the liabilities at March 31, 1967, by main headings i 
the Statement of Assets and Liabilities, in comparison with the balances at the close 


the two previous years: 


March 31, 1967 March 31, 1966 March 31, 1965 


$ 1,432,616,000 
262 ,837 ,000 


$ 1,398,836,000 
310,729 ,000 


Current and demand liabilities....... $ 1,670,978,000 


Deposit and trust accounts.......--- 347 ,314, 000 


Annuity, insurance and pension ac- 
PINGING ois bn «Mein ae eee ee Meee 


Undisbursed balances of appropria- 


7,915,132 ,000 6,392,133 ,000 5, 675,841,000 


tions to special accounts..........- 76,573,000 101,945,000 95,703 , 000 
Refundable corporation tax........-. 196,157 ,000 — oo 
Deferred credits... .. eis iss 142 ,828 ,000 138,119,000 113,208,000 

50,949 ,000 31,391,000 5,532,000 


Suspense accounts.........-..+-+05: 


Unmatured debt... .2.02...--0 eee 19,940, 206 ,000 19,109,787 ,000 18 978,214,000 


$ 27,482,940 ,000 


$ 30,340, 137 ,000 $ 26,563,951 ,000 


185. Current and demand liabilities. The balances comprising this item in the Sta 
ment at March 31, 1967, in comparison with the balances at the close of the two previo 
yeurs, were: 

March 31, 1967 


March 31, 1966 March 31, 1965 


Accounia: payables ois ss kslen' 4d Geen $ 454,510,000 $ 380,309,000 363 ,925 ,000 
Outstanding treasury cheques .......... 382 , 625 ,000 332 ,860 ,000 —315,077 , 000 
Non-interest-bearing notes payable to the 

International Monetary Fund and other 

international organizations............ 366 ,378 , 000 255 , 388 ,000 367 ,898 ,000 
irivercst moored: os Ss ee LS 286 , 250,000 254 ,292 ,000 a Wa & he ’ 000 
PRE Wins Me. 1 ne ia ch Paiste 111,272,000 110,931,000 102 ,034,000 
UME COI. 66 bons dk ow CR wee 30,670,000 27 ,325 ,000 19,141,000 
PIN ee icc Gea 6 te wists, eee te 39 , 273 ,000 


$ 1,670,978 ,000 


$ 1,398,836 ,000 


37,731,000 


33 ,368 , 000 


~$ 1,432,616,000 © 


The amounts shown for “Accounts payable” are the totals of charges pertainin 
the year for which cheques were issued in April of the following fiscal year. 

Non-interest-bearing notes payable to the International Monetary Fund, 
million, the International Development Association, $26 million, and the Asian Dev | 
ment Bank, $1.4 million, are those portions of Canada’s quotas of the capital of 
international agencies which are not covered by cash or gold. 
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186. Deposit and trust accounts. The following is a listing of the balances included 
_ this item at March 31, 1967 in comparison with the balances at the close of the two 
evious years: 


March 31, 1967 March 31, 1966 March 31, 1965 


Provincial tax collection agreements.) 8!) 8) $ 92,532,000 ¢$ 66,320,000 $ 48,797,000 
U@arantes depositas, Wha). to. Lieccicl).. 41,214,000 39,800 , 000 34,913 ,000 
Rivermead Wttine SOMOS, oy... Ae, Wels 33,721,000 32,051,000 31,109,000 
Deposits by Crown COTPOTAUONS.....0i..:.... 29,415,000 30,416,000 27 ,473 ,000 
Post Office Savings Bank..................... 20 , 756 ,000 22,024,000 23,255,000 
National Harbours montanes OLA Bay 17 , 225 ,000 21,627 ,000 13 ,560 ,000 
Instalment purchase of bonds by public service 

CO ey 2 ee are 16,336,000 13 ,568 ,000 13 ,257 ,000 
Canadian Pension Commission (Administration 

Re Te 16,015,000 15,160,000 14,489,000 
Contractors’ holdbacks. o:.<.¢0.¢..0.+....... 14,888 ,000 10,361,000 8,802,000 
Prairie Farm Emergency Fund................ 10,852,000 3,295,000 — 
Veterans’ Land Act trust account...... ere 7,464,000 7,041,000 4,496 ,000 
army Benevolent Fund...................... 5,241,000 5,385,000 5,560,000 
Canadian vessel construction assistance........ 4,264,000 6,982 ,000 478 ,000 
Contractors’ security TO Oe 3,945,000 5,254,000 6,028 ,000 
Permanent services deferred SWAN Oh 5k cn 3,362,000 3,464,000 3,434,000 
Northwest Territories revenue account......... 1,381,000 3,417,000 2,683 ,000 
SR eee es ROP OR 28 , 703 ,000 24,564,000 24 ,503 ,000 


$ 347,314,000 $ 310,729,000 $ 262,837,000 


The Federal Government collects provincial income taxes from persons on behalf of 
provinces except Quebec and from corporations on behalf of all provinces except 
tario and Quebec. At March 31, 1967 collections had exceeded remittances by 
2,532,000. 

The balance in “Post Office Savings Bank”, $20,756,000, is the amount on deposit 
297,676 depositors’ accounts—a reduction of $1,268,000 and 939 accounts during the 
ar. Interest is paid on deposits at a rate of 24% per annum. 

The net decrease of $4,402,000 in the deposit accounts of the National Harbours 
ard was due to the Board financing certain capital expenditures from these funds. 

| The Prairie Farm Assistance Act, R.S., ¢.213, imposes a levy of 1% on the price of 
in purchased by licensees under the Canada Grain Act and the moneys collected are 
dited to the Prairie Farm Emergency Fund. Awards are made to eligible farmers in 
fas affected by crop failures in the provinces of Manitoba, Saskatchewan and Alberta 
1 the Peace River District of British Columbia. During 1966-67 credits to the Fund 
alled $10,994,000 while awards totalled $3,437,000, resulting in a surplus of $7,557,000 
| the year. 

| Under the terms of the Canadian Vessel Construction Assistance Act, R.S., ¢.43, 
ners of vessels who claimed special depreciation allowances under the Income Tax Act 
y at the time of disposal of a vessel deposit the amount of tax on recaptured deprecia- 
n with the Canadian Maritime Commission. In the event of a purchase of a new vessel 


i] 
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within seven years, under certain conditions, such deposit may be returned to the owne 
During the year $2,659,000 was deposited to this account and $5,377,000 was returned 


the owners. 
The $28,703,000 shown for “Other” balances at March 31, 1967 represents the total of 


95 balances including: Royal Canadian Mint prepayments, $4,038,000; Veterans care 
trust fund, $3,359,000; Common school funds, $2,678,000; Emergency gold mining assist 
ance holdbacks, $2,417,000; National Research Council of Canada special fund, $2,168,- 
000; and the Immigration cuarantee fund, $1,887,000. 


187. Annuity, insurance and pension accounts. The balances making up this item at 
March 31, 1967, in comparison with the corresponding balances at the close of the two 


previous years, are given in the following table: 


March 31, 1967 March 31, 1966 March 31, 1965 

Public Service Superannuation Ac- 

TN ne ne ee oe seer er ge $ 2,689,468, 000 $ 2,390,383 ,000 $ 2,161,828,000 
Canadian Forces Superannuation 

Wiemann... cdss .. FARR Ee te ee 2,577,017, 000 2,184, 210,000 2,028, 123,000 
Royal Canadian Mounted Police 

Superannuation Account........ 85,081,000 65,411,000 57,707 ,000 
Government Annuities Account.... 1,324,519,000 1,317 ,080,000 1,303 , 137 ,000 
Canada Pension Plan Account..... 680 , 881 , 000 89 , 406 , 000 —_ 
Old Age Security Fund............ 429 , 592,000 216,983 ,000 — 
Cote oo ee 2 Gh. 5 Kee ai ESE 128,574,000 128 , 660 ,000 125,046 ,000 


$ 7,915, 132,000 $ 6,392, 133,000 $ 5,675,841 ,000 


———— 


The transactions during the year ended March 31, 1967 in each of the three super- 
annuation accounts are summarized as follows: 


Public Service Superannuation Account 


Pee EIOS, TATE TOGO Tote ar ee alee Pe eek eae eo $ 2,390,383 ,000 
Add: 
Actuarial adjustment re pay increases—contra—“‘defer- 
red clinrges’ Aceont) | LUN a eS Fes Dee $ 152,166,000 
BEI ies Se he. Ack: cin tres de oc ioe ee he 3 Bee 98 , 500 , 000 
Contributions by the Government.................04- 63 ,076 , 000 
Contributions by participanta.......050 0.056... 2005-23 59,371,000 
Other oredita:. . bo. oe. Ft ees ee eee Lak 874,000 
a 373 , 987 ,000 
2,764,370 ,000 
Deduct: 
ARINES OR VINRN 3053. com ee Rearend | ae ek 62,808 , 000 
Withdrawals of contributions....................000- 11,046,000 
tier cnargens cos fs Sy ee ee ee 1,048 ,000 
—_————_—. 74,902,000 


Pe cs Ps Pats pet ee a: $ 2,689, 468,000 


fanadian Forces Superannuation Account 


Balance, April 1, 1966 
Add: 


oe eS eS nS cle oe ee se es ee 


charges’? account 
Interest 


ee ee ee SO SA eS Oe lk Sow. hy eee ee 


ne” © Eee ncge aS ™ gh 6rd Sey elenwe.« is es 4 6 6 é. <4 « 


SE SS BORE ee a eG eee a 


Contributions by participants 
Other credits 


Deduct: 


Balance, April 1, 1966 
Add: 


charges” account 


te ne ree eee ER eT CR, BRS aS) or we We a em og 


Deduct: 
Annuities and allowances payments 
Termination payments 
Other charges 


Ae oe Se ee. see, 2k SG 


ee ee Le SACO SE ERO 8) 8 ah Gam. ie fe IB)” pm. (RoR) 


eee ee A eA Sey ERR G6 a) oN ee Wg 8) Re CS Hee 


cee a a Or ES Aa ala RLS wh! Ww ale” eS ae 


eee oe 


pe Se ee a re 


Cee Re NW RR oe) wee ok ew ete eter 


E RI eee A wie he, eee dee te 


PE RAEI: “gC a: CMR 6 Ee OC a a ae Pe ee ees 


‘pe UO SS A a Tie ee I a a ee 


i el ee ees SRR MS wl 68. os. Sieh: 66. 6 e's) ee 


ee eee Soe er awe Neb e S eee Ses a Bee. eG ak 
Se. Se Sle OR) sy Biel bee: S).a HR OOS 
Sena te 
ihe URS IDS EY A Big i rake Ba ak ee) 
PEA ESAS te) a) ere! Sar ey eG) V6) pei cal vo 


it eee me cae ae EMO ESE RSS) BL Tew <0 'e 16) (Vie ce ie! a: eh al w/e ae 
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$ 2,184,210,000 


Actuarial adjustment re pay increases—contra—“‘deferred 
se ets $ 279,228,000 


eee 91,733,000 
yes 42,638 ,000 
oh aks 25 ,084 ,000 
wert: 266 ,000 
———_————- 438 , 949 ,000 
2,623,159 ,000 
ke 36,811,000 
ut % 9,196,000 
discs 135 ,000 
- 46,142,000 


See: we 


$ 2,577,017,000 


OOO 
——— 


oyal Canadian Mounted Police Superannuation Account 


Actuarial adjustment re pay increases—contra—‘“‘deferred 


Bes ae $ 65,411,000 
Stas, $ 11,100,000 
LE ee: 4,529,000 
ee 2,841,000 
wae 2,142,000 
ahs os 17,000 
Paton 13 ,000 

——_———. 20 , 642 ,000 

86 ,053 ,000 
re 638 ,000 
es 321,000 
anak: 13 ,000 

972,000 

ben Re $ 85,081,000 
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The following is a summary of the transactions in the Government Annuities 


sount during the past three years: 


1967 

) Balance at beginning of WesPat ft. ..+ tk $ 1,317,080,000 
Add: 

8 apy lettin, rier al al 50,602,000 
1 agela mecalianng deltera ailing pela 21,944,000 
Sundry adjustments................. 39,000 
72,585,000 
1,389,665, 000 


Year ended March 31 


1966 


$ 1,303, 137,000 


1965 


$ 1,284, 262,000 


50,048 , 000 49,180,000 
27,619,000 30,162,000 
6,000 10,000 
77,673,000 79,352,000 
1,380,810,000 1, 363,614,000 
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Year ended March 31 


1967 1966 1965 


Deduct: 
Vested annuity and commuted value 
payments and refandsyscu (Gs a0 ees 65,018,000 $ 62,228,000 §$ 59,782,000 
Transfer to revenue of the excess over 
actuarial value of outstanding con- 


NT ee es aE ee eet 128,000 1,502,000 695, 000 
65,146,000 63,730,000 60,477,000 
Balance atend of year........00+-+200-8 1,324,519,000 $ 1,317,080,000 $ 1,303, 137,000 


The following is a summary of the transactions in the Canada Pension Plan Acco 
for the year ended March 31, 1967 and for the period from January 1, 1966 (date « 
inception) to March 31, 1966: 


Year ended January 1 to 
March 31, March 31, 
1967 1966 
Balance at beginning of year....... antl c Auli OS ete es ae $ 89,406,000 $ — 
Add: 
Contributions from employers and employees..........-..+++-. 587 , 202 ,000 94,880,000 
Weitere cog co a Re! Be BEi cess a ee oe Oe 12,084,000 37 ,000 
(ithor meome....) OO WOR. soos. dee ee ees oo he « fe 617 ,000 — 
599 , 903 ,000 94,917,000 
689 ,309 ,000 94,917,000 
Deduct: 
Anistedtive. OX PONe eos sawing ma aarp eae BE 8,377,000 5,511,000 
Buiter waentA: ig oad Pikes,» i oe RW eas es ee 51,000 _— 
8,428 ,000 5,611,000 
Balance at end af Foam. Bale. ns $054 senate aes eae $ 680,881,000 $ 89,406,000 


The following is a summary of the transactions in the Old Age Security Fund du 
the past three years: 
. Year ended March 31 


1967 1966 1965 


Collections of tax— 
On sales.... Peete eee teen eee eee eens $ 559,515,000 $ 522,086,000 $ 383,150,000 
On personal incomes............0ss000 576,600 ,000 494,900 ,000 431,900 ,000 


On corporation incomes..............0. 149,500,000 152,250,000 145 , 250 ,000 


; 1,285,615 ,000 1,169, 236,000 960 , 300 ,000 
Payments of pensions under the Old Age 


ce) ge. Co, ft nh ane Teor, Seen 1,073,006 ,000 927 ,299 ,000 885 , 294,000 
Surplus for the WOE. ca. steal eres 212,609,000 241 ,937 ,000 75,006 ,000 
Preceding year’s balance brought forward... 216,983 ,000 (24,954,000) (99 ,960 ,000) 


Surplus (deficit) at March 31............. $ 429,592,000 $ 216,983,000 $ (24,954,000) 
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The following is a listing of the major items included in “Other” at March 31, 1967 
n comparison with the balances at the close of the two previous years: 


March 31, 1967 March 31,1966 March 31, 1965 


Veterans Insurance Fund.................... $ 30,961,000 ¢ 30,123,000 §$ 29 ,027 ,000 
Civil Service Insurance Fund................. 24,152,000 24,218,000 24,289 ,000 
Canadian Regular Forces Death Benefit Ac- 

UN rea Me ete ey kc 17,901,000 16,717,000 15,010,000 
Unemployment Insurance Fund............... 13,844,000 13,571,000 14, 282 ,000 
Public Service Death Benefit Account..... shied (32.774 DOO 11,197,000 9,876,000 
Returned Soldiers’ Insurance Fund............ 11,413,000 12,115,000 12,707 ,000 
Royal Canadian Mounted Police Dependents’ 

Pam agn stereos le Ayn 2, 7,901,000 7,663,000 7,369,000 
UT TGS Os | i 3,395,000 5,214,000 4,699,000 
Public Service Retirement Fund............... 2,708 ,000 5,185,000 5,576,000 
Members of Parliament Retiring Allowances 

TS SS See Soe ee 2,329,000 2,075,000 1,920,000 
CER inl petal Aaa 1,196,000 582,000 291,000 


$ 128,574,000 $ 128,660,000 ¢ 125 ,046, 000 


The decrease of $2,477,000 in the Public Service Retirement Fund is due mainly 
} transfers to the Public Service Superannuation Account relative to the past service 
certain prevailing rate and seasonal employees who were made eligible for superannua- 
on by the Statute Law (Superannuation) Amendment Act, 1966, 1966-67, c.44. 

_ The transactions during the year ended March 31, 1967 in the Members of Parlia- 


ent Retiring Allowances Account are summarized as follows: 


een SO AAOOIN EH PANU ANG ior. augue, ap, sey. dite, $ 2,075,000 
Add: 
t Contributions by participants..................00..00-000-0-... $ 239,000 
| Contributions by the Government.............................. 224 ,000 
tcl eh pease J ore tia diel ela nie hea a Se a eae 88 ,000 
551,000 
2,626,000 
Deduct: 
j ES NTE ORE LE ORT 289 , 000 
! PU AMMAMIAU MIO WRN ocse n snc ens ahr y vcs deeisscees, 8,000 
297 ,000 
TRON Ue oyut te em Lamas $ 2,329,000 


188. Undisbursed balances of appropriations to special accounts. The following is a 
ting of the balances included in this item at March 31, 1967 in comparison with the 
lances at the close of the two previous years: 
| March 31,1967 March 31, 1966 March 31, 1965 

International Development Assistance Fund..... $ 61,485,000 $ 78,680,000 $ 82,245,000 


Railway Grade Crossing Fund.................. 10,279,000 11,005 ,000 6 ,865 ,000 
Centennial of Confederation Fund............... 4,715,000 10,555,000 6,024,000 
Mational Capital Fund......................... — 1,626,000 426 ,000 


ES ee 94,000 79,000 143 ,000 
$ 76,573,000 $ 101,945,000 $ 95,703,000 
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The International Development Assistance Fund was established under authority 
of Department of External Affairs Vote 33d, Appropriation Act No. 2, 1965, 1964-65, c.50, 
The Fund provides for economic, technical and educational assistance to developing 
countries and for certain special administrative expenses in connection therewith. Under 
authority of Department of External Affairs Vote 30, Appropriation Act No. 9, 1966, 
1966-67, c.65, the Fund was credited during the year with $48 500,000. Expenditures 
during 1966-67 totalled $65,695,000. 

Amounts of $5,000,000 provided under section 265 of the Railway Act, R.S., ¢.234, 
and $10,000,000 provided under Department of Transport Vote 82, Appropriation Act 
No. 9, 1966, 1966-67, c.65, were credited to the account for the Railway Grade Crossing 
Fund during 1966-67. Expenditure totalling $15,726,000 was incurred in aiding in the 
cost of installing protective devices at railway crossings, grade separations, and reflective 
markings on the sides of railway cars. 

An amount of $13,000,000 provided by Department of the Secretary of State Vote 45, 
Appropriation Act No. 9, 1966, J 966-67, c.66, was credited to the Centennial of Confed- 
eration Fund, while expenditure of $18,840,000 was charged thereto. 

An amount of $25,000,000 provided by the Department of Public Works Vote 65, 
Appropriation Act No. 9, 1966, 1966-67, c.55, was credited to the National Capital Fund 
and the Fund was charged with payments to the National Capital Commission totalling 
$26,626,000 to finance the cost of projects approved by the Governor in Council. 


189. Refundable corporation tax. The balance of $196,157,000 represents amounts 
received from corporations and trusts as special refundable income tax computed in 
accordance with an amendment (1966-67, ¢.47) to the Income Tax Act, R.S., ¢.148. This 
special tax applies to the period May 1, 1966 to October 31, 1967 and is refundable, 
with interest at 5% per annum, from 18 to 36 months after the date of receipt. 


190. Deferred credits. The following is an analysis of this item at the close of the 
1966-67 fiscal year and the two previous years: 


March 31, 1967 March 31, 1966 March 31, 1965 


Deferred interest on loans made under the 
United Kingdom Financial Agreement Act, 


te oe Naty ay Selgiy he Faas oom alee $ 82,985,000 $ 82,985,000 $ 63,761,000 
Deferred interest on loans to The St. Lawrence 

Beatty Astor nny duas cen: AA ees 47 ,768 ,000 45,145,000 38 , 724,000 
Equity in agency account of Crown Assets 

PPR MMT CASTTROVELLIENS tr ts Sere ene se se 7,298,000 5,004,000 5,522,000 
Credits arising from the recording of agreements 

of gale Or Crow S88GiH. olla ce ec cee es 288 ,000 1,355 ,000 2,991,000 
Unamortized premium on loans............... 1,188,000 1,157,000 ss 


BT UN” ee aa ns arn 3,301,000 2,473 ,000 2,210,000 


$ 142,828,000 $ 138,119,000 $ 113,208,000 


— 
— 


The St. Lawrence Seaway Authority paid $13,750,000 on account of interest prev) 
ously deferred, while payment of interest for the year 1966, amounting to $16,373,00 


; 
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was in turn deferred. This deferred interest is 
‘period along with repayments of principal. 

| The unamortized premium on loans relates to three loans maturing on April 1, 1969, 
‘October 1, 1969 and September 1, 1992, for which bonds were issued at a premium of 
$1,337,000 during 1965-66 and $375,000 during 1966-67, This premium was amortized 
to the extent of $524,000, the amortization being credited to interest on the public 
debt. The balance is to be amortized over the remaining life of the bonds, 


payable by the Authority over a 42-year 


191. Suspense accounts. This item increased by $19,558,000 over the previous year 
due largely to an increase of $10,144,000 from sales of surplus materials, supplies and 
equipment and $5,202,000 from sales of surplus buildings, works and land, credited to 
a special account established in accordance with Department of National Defence Vote 
48, Appropriation Act No. 2, 1966, 1966-67, c.3. Provision for the premium payable at 
maturity on Canada Savings Bonds maturing November 1, 1968 increased by $2,333,000 
during the year and future monthly amounts will be provided so that the provision at 
naturity date will be $21 million. A provision of $2,687,000 was set up to cover the 
nitial portion of the special compound interest payable on the Centennial Series of 
vanada Savings Bonds when held to maturity on November 1, 1979, Also included 
inder this heading is $1,175,000 in the Unclaimed Cheques account, $790,000 in the 
Tospital Insurance—Outside Canada account, and $641,000 in the National Defence 
Yeplacement of Materiel account. 
| 

192. Unmatured debt. A summary of the unmatured debt outstanding at March 31, 
ee in comparison with balances outstanding at the close of the previous two years, is 
Ss follows: 


March 31, 1967 March 31, 1966 March 31, 1965 


Bonds— 
Payable in Canada............... $ 17,264,612,000 $ 16,588,787,000 3 16,461, 809,000 
Payable in New York............. 365,594,000 371,000,000 376,405,000 
17,630,206 ,000 16,959 ,787 ,000 16,838 , 214,000 
Treasury bills (not exceeding 180 days) 2,310,000,000 2,150,000 ,000 2,140,000 ,000 


$ 19,940,206,000 $ 19,109,787,000 ¢ 18,978, 214,000 


The increase of $675,825,000 in the bonds payable in Canada is the amount by 
hich new borrowings of $3,929,790,000 exceeded redemptions of $3,253,965,000. Canada 
wings Bonds accounted for $2,270,997,000 of the new borrowings and $1,987,763,000 
the redemptions. 

Issues payable in New York were valued at the official parity rate of $1 U.S. = 
08108 Canadian. 

__ It has always been the practice to include treasury bills and bonds maturing within 
e ensuing fiscal year in the amount for “Unmatured debt” along with issues matur ing 
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at later dates. In addition to treasury bills of $2,310 million shown in the above table 
maturing within 180 days, the following issues, all payable in Canada, fall due in 1967-68 


Loan of 1966-1967 due Aprit T1967. . 2... 06s nates ee eis ree es $ 170,000,000 
rinaih of 196021867 thas April 4; LOOT... het he aa ea ee ee 155,000 ,000 
Loan of 1961-1967 due June 1, 1967..05..¢- sree ete ee 275 ,000 ,000 
Loan of 1965-1967 due June 1, 1067... ca vee gink » daleie’ sas 4 ae eens 50 ,000 , 000 
Gar of Ibesenoer due October), TOG7 crit! Sere ee eae 100 ,000 , 000 
Loan of 1964-1967 die October 1, 1967)... +<- até “1394 amie ee Se CaP ee 250 ,000 , 000 
Loan of 1966-1967 due October 1, 1967 46.46 4 ee “As dds, sa -2< se taay Cae tans 175,000,000 
Canada Savings Bonds due November 1, 1967 2. ic cha eee ee ee ee 17,451,000 
Loan of 1962-1968 due January ib, 1968 . Petey LN SERRE Ss. dae eens 250,000 , 000 
Loan of 1964-1968 due January 15, 1968. . 2... g.e'> «(as tole F149 «75> ne 130 ,000 ,000 
Loan of 1966-1908 due January 15, 1968... ... 69+ sags heehee uss eins pe eles 125 ,000 ,000 


$ 1,697,451 ,000 
Net Debt 


193. With the Liabilities amounting to $30,340,137,000 (paragraph 184) and | 
Assets to $14,375,187,000 (paragraph 171), the Net Debt at March 31, 1967 was $15,964, 
950,000. The following is an analysis of the Net Debt Account for the year: 


Balance, April 1, 1966............. ahs teeters oa ne nes $ 15,543,448 ,000 
Deficit for the year— 
Warpesiditiare s LUIS. ag ned die as ed cate Ee SE § 8,797 ,684,000 
Bwennaeie hss dei: ont CUO) Ta se eee Feretepen en 8 ,376, 182,000 
— yp £21502 008 502 ,000 
Balanes, March 31, 1967) vce ovis cess en aces ner senelicmay en $15,004,200 15,964,950, $ 15,964,950 ,000 
Contingent Lnabilities 
194. A note on the Statement of Assets and Liabilities gives the totals of the sori 


classes of contingent liabilities at the year-end and refers to page 7.88 of the “7 
Accounts (Volume I) where details are to be found. 
The following is a summary of the main contingent liabilities with determin 
amounts outstanding at March 31, 1967 in comparison with the corresponding amounts 
at the close of the two previous years: 
March 31, 1967 March 31, 1966 March 31, 1965 


Insured loans made by approved lenders 


under the National Housing Act, 1954.$ 5,789,000,000 $ 5,321,621,000 $ 4,949,864,000 
Railway securities guaranteed as_ to 


principal and interest................ 1,275,948 ,000 1 331,548,000 1,368 , 298 ,000 
Deposits maintained by the chartered 

banks in the Bank of Canada......... 1,148,002 ,000 1,031,322 000 897 , 218,000 
Guarantees under Export Credits Insur- : 

ance Act, Part 1. a 458 ,096 ,000 508 , 213 ,000 468,644,000 | 
Loans hada by ch Briared banks ee ihe 

Canadian Wheat Board.............. 329,018 ,000 232 ,037 ,000 169,770,000 
Other contingent liabilities of determinate 

PMNS sds wh as EPet et a 427 ,389 ,000 227 ,994 ,000 112,248 ,000 


$ 9,427,453,000 $ 8,652,735,000 $ 7,966,042,000 


Among the contingent liabilities of indeterminate amount is that in respect of | 
made by approved lending institutions under National Housing Acts prior to 1954. 
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Comments on Assets and Liabilities 


195. Section 64 of the Financial Administration Act requires that there be included 

the Public Accounts “a statement, certified by the Auditor General, of such of the 

ssets and liabilities of Canada as in the opinion of the Minister [of Finance] are required 
0 show the financial position of Canada as at the termination of the fiscal year’. 


196. The Statement of Assets and Liabilities as at March 31, 1967 was prepared by 
he Department of Finance on the same basis as in previous years, the following explana- 
ion concerning this basis being included in the introduction to the Public Accounts: 


With certain exceptions, taxes and revenues receivable, revenue and other asset accruals 
and inventories of materials, supplies and equipment are not recorded as assets (except 
_ when these are held as charges against working capital accounts) nor are public works and 
buildings or other fixed or capital assets. Following the principle that only realizable or 
interest- or revenue-producing assets should be offset against the gross liabilities, costs of 
capital works are charged to expenditures at the time of acquisition or construction. Con- 
sequently, government buildings, public works, national monuments, military assets (such 
as aircraft, naval vessels, and army equipment) and other capital works and equipment are 
_ recorded on the statement of assets and liabilities at a nominal value of $1 as the value 
| _ 1s not considered as a proper offset to the gross liabilities in determining the net debt of 
Canada. 
On the liabilities side, accrued liabilities (except for interest accrued on the public 
'. debt) are not taken into account in determining the obligations of the government. How- 
ever, under section 35 of the Financial Administration Act, liabilities under contracts and 
other accounts payable at March 31 if paid on or before April 30 may be charged to the 
_ accounts for the year. These are recorded as accounts payable in the “Current and demand 
, liabilities” schedule to the statement of assets and liabilities, 


This explanation reflects a policy established by the Minister of Finance in 1920, 
at assets to be included in the Statement of Assets and Liabilities should be confined 
those which are readily convertible or which are revenue-producing. The Minister had 
mediately implemented this policy by removing from the Statement of Assets and 
abilities a substantial amount in loans, ete., which could not meet this test. 

This policy has been followed by successive Ministers of Finance ever since but a 
ajor exception was introduced in 1957-58 when funds required by the National Capital 
mmission for the purchase of lands in the Greenbelt were recorded as loans to the 
mmission instead of budgetary expenditure as had formerly been the case. They were 
yen the appearance of being revenue-producing by asking Parliament to appropriate 
dney to the National Capital Commission with which to pay interest on the loans. The 
iblic Accounts Committee, which holds the view that outlays on property in the Green- 
It are expenditures of the Crown rather than income-producing investments, has on two 
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occasions requested the Department of Finance to review the existing practice with th 
National Capital Commission with a view to placing the financing of the Commission 0 
a more realistic basis (see Appendix 1, item 18). 

A further major exception to the policy was introduced in 1964-65 when, as we 
pointed out in our 1965 Report, the funds required by the Canadian Broadcasting Cor- 
poration to meet its capital expenditures during the year ended March 31, 1965 were pro- 
vided by means of loans instead of grants as in the past. Paragraph 68 of this Report 
outlines the extent to which this practice has been continued. | 

Another major exception to this policy was made in 1965-66 when the grants pro- 
vided to the Canadian Corporation for the 1967 World Exhibition became exhausted and 
Parliament was asked to approve of loans to the Corporation rather than additional 
erants although it was obvious at the time, because of the deficit forecast for the Cor- 
poration, that a substantial portion of the loans could never be repaid. 


Other exceptions to the policy include the following: 


1. Loans to the Government of the Northwest Territories amounting to $7,179,000 (out 
of a total of $8,876,000). By agreement Canada pays a yearly amortization subsidy 
equivalent to the loan repayments and interest coming due each year. 


2. Loans to the Government of the Yukon Territory amounting to $7,579,000 (out of a 
total of $9,073,000). By agreement Canada pays a yearly amortization subsidy equiv- 
alent to the loan repayments and interest coming due each year. 


3. A loan of $350,000 to the Northern Canada Power Commission in 1964 for the purpose 
of extending the utilidor system at Inuvik, N.W.T. The intention is that on completion 
the cost is to be covered by a parliamentary appropriation. 


4. A loan of $300,000 to the Northern Canada Power Commission in January 1967 for the | 
purpose of reconstructing the existing water supply system of Dawson, Y.T. The cost 
is to be covered by funds appropriated by Parliament as a grant to the Government 
of the Yukon Territory. 


5. Loans totalling $5,500,000 authorized as capital assistance to the Town of Oromocto, 
N.B., of which $5,400,000 has been advanced. Repayments of $1,300,000 have been 
received together with interest which has been credited as revenue of the year in which 
received. The source of the funds for repayment of the loans and payment of the 
annual interest has been the annual operating grants made to the Town by the 
Department of National Defence. The operating grant in 1966-67 was $1,750,000 of 
which $211,500 was repaid to Canada on the capital assistance loans and $220,000 was 
repaid as interest. The Town of Oromocto does not have the resources to pay either 


the principal instalments or the interest on these loans independently of the operating 
grants received from the Department. 


In its Seventh Report 1966-67 presented to the House on October 26, 1966 the 
Public Accounts Committee stated that it was disturbed to learn that not only was nO 
review undertaken by the Department of Finance in the case of the National Capital 
Commission but that the practice was continued and further extended in 1964-65 whet | 
the House was asked to approve loans to the Canadian Broadcasting Corporation. The 
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mmittee reiterated its opinion that “ 


expenditures of this type are not loans or advances 
hich can or should be regarded as 


revenue-producing assets but are in fact grants and 


hould be charged directly to budgetary expenditure in the Public Accounts of Canada” 
see Appendix 1, item 36). 


With respect to the financing of the Canadian Corporation for the 1967 World 
ixhibition, the Committee included the following in its Seventh Re 


port (see Appendix 1, 
em 37): 


The Committee recommends that amendments to the existing legislation be placed 
before Parliament and the Legislature of the Province of Quebec so that the additional 
grants required can be made by the parties concerned, namely Canada, Quebec and the City 
_ of Montreal. The Committee directs the attention of the House to the fact that unless these 
_ additional grants are provided, the Corporation’s presently estimated total requirement of 
$143 million (less $40 million already provided by Canada, Quebec and Montreal) will have 
_ been financed by loans from Canada and the Corporation will be burdened with the cost of 
additional interest and at the conclusion of the Exhibition will not have the cash resources 
necessary for payment of its indebtedness to Canada. 


Under the policy outlined at the beginning of this section the cost of government 
jildings and other public works undertaken by government departments is charged to 
spenditure at the time of acquisition or construction because the departments are 
»pendent on public revenues for their capital needs. The two Crown corporations 
ferred to previously are also dependent on public revenues for their capital needs. The 
anadian Corporation for the 1967 World Exhibition is similarly dependent on public 
venues to cover the cost of its residual assets estimated at $67 million and its anti- 
pated deficit of $211 million (see also paragraph 226). 

_ The practice of making loans of this type instead of grants has had the effect of 
iderstating the Deficit shown in the Public Accounts each year since 1958. To the 
‘tent that grants are made in later years to provide for repayment of the loans, the 
eficit will increase or the Surplus decrease in those years. 


197. Accounts receivable. Taxes and sundry accounts receivable are not recorded 
assets in the Statement of Assets and Liabilities. 


_ Information regarding the accounts receivable of each department at March 31, in 
mparison with the corresponding information at the close of the preceding year, is 
ven in the several departmental sections of Volume II of the Public Accounts. 

_ A summary of the accounts receivable totals by departments is included as Ap- 
ndix 13 on page 9.26 of Volume I of the Public Accounts. This summary shows a total 
$345,480,000 receivable at March 31, 1967 of which $1,079,000 is shown as uncollect- 
le. The comparable figures for the previous year were $292,424,000 and $1,127,000 
spectively. Uncollectable accounts of the Department of National Revenue amounting 
Some $20,433,000 at March 31, 1967 have not been segregated in the summary. 
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The accounts receivable totals reported as at March 31, 1967 were the amounts 
remaining after certain uncollectable debts totalling $16,788,200 had been deleted from 


the accounts under the following authorities: 


Appropriation Act No. 2, 1967, 1966-67, c.86—Treasury Board Vote 25g—amounts in 


expen Of $1,000, o.. <ic-sa042aaehy cones a ctnels Seale aan ee $ 15,132,500 
Financial Administration Act, section 23—amounts of $1,000 or less.........---+++-- 526, 700 


Bankruptcy Act, R.S., ¢.14, section 135—discharged bankrupts.......-----+++++++: 869 , 300 
Unemployment Insurance Act, 1955, ¢.50: 


section 42—unpaid contributions.......++++essserees Ww thinks «eet eer 164, 500 
section 6T—overpaid benefita. .... 05 6 05 SG ve eee aes ase 87,400 
Department of Justice Act, BBS VTL  E eee ee c 7,800 


$ 16,788,200 


A summary of deletions by departments follows: 


Department Items Total deleted 
Defdnes Production cis). cod 002 ¥5 cen sas Oe ith ote Dh iale gle aid odie ma Foie rei $ 259 , 000 
Wartarnal AAI. oe ciecae edie coop bles bee he abe ah Sing <0 ine bates eee te 244 15,200 
Indian Affairs and Northern Development.........+-.-+eseeeeseeree 78 16,000 
Pictorial DICTEUIOG oie ceiek gx g iercte sn oe ees Ee ae a carne oe EE 205 92,300 
National Revenue— 
Customs and Excise Division............++. OE ee ee ee 630 1,227,300 
Matar TUCVIRIEL 3 x4 cone ice oon re ale 8h Oe 4 RG eine Ce alele ea pes 3,291 14,740,700 
Pubic Works S)i6 ue) a I. . DA 9 ee ee 11 47,100 
Pe CP ere 2 ree Srey er eh rT reer Gr en a 294 5,600 
Unemployment Insurance Commission.........--.+-sseeeeeeeeeeeeee — 306 , 000 
Wakerans Affates. 3, .cGud. tock in. eenet .. Wee: QE ee 271 57, 400 
eee oe os tenia tell Nei KVik elt ARROWS ps ad wd seca ae eee 281 21,600 


$ 16,788,200 


were not maintaining controlling accounts or providing for an effective verification of 
the accounts by officers other than those responsible for keeping them. 4 

The Treasury Board has now developed a policy with respect to revenue control 
designed to eliminate the conditions referred to by the Auditor General, the Public A 
counts Committee (in its Sixth Report 1964-65) and the Royal Commission on Gov 
ernment Organization. Some improvement has been noted but a number of departments 
have not yet adopted the procedures called for under this policy and their accounts 
receivable records were not accurately and efficiently kept during the year and, as 
consequence, weaknesses in internal control continue to exist. 

Included in the accounts receivable are amounts totalling $2,069,000 compared with 
$746,000 in the previous year, representing intra- and inter-departmental accounts w 
should have been settled before the books were closed for the year. The accounts hat 
not been settled because of 


(1) delays by creditor departments in submitting billings, 
(2) delays by debtor departments in processing invoices, and 
(3) insufficient funds in various departmental appropriations. 


The Treasury Board presently has this problem under consideration. 
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198. Accounts receivable—Department of National Revenue. Of $345 million of 
ounts receivable at March 31, 1967, $308 million was applicable to the Department of 
ational Revenue. With the co-operation of the officials of the Customs and Excise 
ivision and the Taxation Division of the Department, analyses have been prepared 
owing the nature and amounts of the unpaid accounts of these Divisions, 


CUSTOMS AND EXCISE DIVISION. The following is a summary of the accounts receivable 
of this Division at March 31, 1967 with comparable amounts at the close of the previous 
vear: 


March 31, 1967 March 31, 1966 


Collectable— ; 
Berrorerai i 20 Bsals AN) 94 Bhiriemie.oldacacenen $ 16,207,000 $ 12,673,000 
Duties and taxes on importations.......................... 2,056,000 11,990,000 
ln el a EA A 658 , 000 686 , 000 
keel it ih Rees een en 152,000 162,000 
EE ET Pe ae 11,000 1,000 
19,084,000 25,512,000 
Uncollectable— 
i A Ne OO 663 , 000 870,000 
Duties and taxes on importations.......................... 241,000 204,000 
Pema emietrodeyeyien . Oly Uteraeiel, 2), Bb Yeti. 54,000 46,000 
RM ten Sean cae hie bow Viviesclesiy.e clan dds caus, 11,000 = 
oF cascat NEA gee det 2 jaye et ral 4,000 4,000 


973,000 1,124,000 


— 


$ 20,057,000 $ 26,636,000 


The substantial decrease in unpaid duties and taxes on importations is due to the 

ct that the total of the accounts receivable at March 31, 1967 has been established on 
asis different to that used at March 31, 1966. 
_ The accounts receivable at March 31, 1966 included estimated amounts owing by 
otor vehicle manufacturers who had failed to qualify for the tax exemptions they had 
ceived. However, departmental officials have taken the position that until verification of 
mpany records is complete and the actual amount payable has been determined, there 
eno amounts owing to the Crown, despite the fact that returns to the Department indi- 
te failure to achieve the required quotas. Consequently, the Department has estab- 
| ed no amounts during the year as owing with respect to duties and taxes on importa- 
ns by motor vehicle manufacturers who had failed to qualify for the tax exemptions 
ey had received. Furthermore, an amount of $4.2 million which is included in the 
arch 31, 1966 figures has been omitted from the March 31, 1967 figures although pay- 
ent has not yet been received. Of this, an amount of $2.2 million has since been remitted 
the Governor in Council. (See paragraph 119 of this Report.) 


i 
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The uncollectable amount of $241,000 of duties and taxes on importations is th 
result of errors made requiring the passing of amending entries, and of tourist exemptio 
claimed but later disallowed because of an exemption within the preceding four months. 

There is no requirement that interest be charged on overdue accounts except in the 
case of amounts owing by excise tax licensees. . | 

In our 1965 and 1966 Reports we stated that the Division was preparing to exten 
the system of accounts receivable control accounts to include all receivables. The Depart 
ment has not yet accomplished this and there are control accounts only for excise taxes, 
The Division is now able to supply an aging of its accounts as between current and 


previous years. 
The following is a summary of the accounts receivable of this 


TAXATION DIVISION. 
Division at March 31, 1967 with comparable amounts at the close of the previous year: 


March 31, 1967 March 31, 1966 


eects DS ede ard he i tinlata tite stg RRORIS oo 4 ae, Cuero $ 130,408,000 $ 126,077,000 ’ 
CspORR HONE ww saan aang d's sa on = Re eee ee eter me 124,677,000 71,189,000 ; 
Poe Ee IA ROTIB - cc scien hy sco x bape OE ways be Le ioe 8 2 week 9,754,000 8,463 ,000 : 
Bi orurpgitlenyts: oi72 1 dixie ee + Six sisi a6 bine Fe Re ee Oe ea 4,093,000 2,907 ,000 : 
tHE COs oc ihsu sins bin Sas sie ak een ee ie od oe eee 5,431,000 5,860,000 : 
274,363 ,000 214,496,000 { 

Estate tax and succession duty...... 02. cece eee cece eee ee eeee 13,345,000 13,577,000 
Seersminl APO TARs its 6eea Std aS ewe + ees ae tears 1,000 30,000 
6,000 2,000 j 


RY i ghad as - > HGgd ee ve ae eee ne segs Wa eee eee pene 
$ 287,715,000 $ 228,105,000 


Of the total of $288 million shown above, $92 million (82%) represents current col 
lectable accounts. The remainder, $196 million (over 103,000 accounts), had not been | 


collected for the following reasons: 
March 31,1967 March 31, 1966 | 


1. A MOCP APNG 4 al, ans p< os ea oes es we a ees 
There were 1,384 accounts under appeal at March 31, 1967 


of which 333 totalling $91 million were secured or partially 
secured. 


Bis LinieMiestana sss. ck has i OS ees ded « Ree ee 19,460,000 
There were 21,706 accounts classified as uncollectable at 
March 31, 1967 of which 146 totalling $6,822,000 were ac- 
counts in bankruptcy of $10,000 or more. During the year 
3,291 accounts amounting to $14,741,000 were written off. 


as Crean CBiMeNAIONOR . .\ac.. oceans eee Ae geo coe ee 23 , 140,000 27 , 248,000 


This amount represents 80,254 accounts for recent assess- 
ments and re-assessments the bulk of which were not due 
until April 30, 1967. 


$ 147,722,000 $ 85,984,000 ; 
a 


42,438,000 


i 
7 
; 
a 
Al 
a 
i 


3,058,000 


SIUC NCR, OMRON og, ook 5 x ere ace shoe att ak ee — 
Duplicate assessments are not included in the totals as at 
March 31, 1967. 


§,. Temporarily: uncollectable «.«:3:.0-6 Ses 0ss pos do aa ee aw lechace —- 13,922,000 
No such segregation was made as at March 31, 1967 as it is 
not considered to be realistic. 
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March 31, 1967 March 31, 1966 


“Di ape laid STE ee See II a $ 
In accordance with section 13 of the Income War Tax Act, 
1943-44, ¢.14, the deferred tax is collectable only on the death 
of the taxpayer. The taxpayer had the option of paying part 
of the 1942 tax at a discount or having the executors pay it 
from his estate. 


5,431,000 $ 5,860,000 


“Rad eG ee PE Se erate fee ha ions Boal Seceane tg Me 


7. Provincial income tax 1,000 30,000 


_ 


$ 195,754,000 $ 178,540,000 


In our opinion analyses or details of debts due to the Crown should be prepared 
7 this Department, and by other departments responsible for large groupings of accounts 


ceivable, and made available to Parliament each year in the Public Accounts or in the 
‘partmental annual reports. 


199. Accounts rece.vable—Department of External Affairs, The accounts receivable 
this Department include an amount of $1,238,000 owing to Canada from the fund 
town as the “Common Pool” established by the Geneva Conference on the problem of 
storing peace in Indo-China. An additional amount of $998,000 is recoverable on 
half of the Department of National Defence by the Department of External Affairs. 
_ This total of $2,236,000 represents certain costs incurred by Canada as far back 
1960-61 in serving on the Indo-China Truce Commissions, which have not yet been 
sovered. No payment has been received from the “Common Pool’ since February 
63 but Canada’s assessments toward financing the Laos International Commission since 
52-63 amounting to $154,000 have been applied against the indebtedness. 

We understand that the failure of The People’s Republic of China to continue its 
itributions has resulted in the “Common Pool” being unable to pay all of the costs 
which it is responsible. 

In the absence of any reimbursement from the “Common Pool” over a period of 
ir years, in which expenditures on a recoverable basis on behalf of the Indo-China 
uce Commissions have averaged $436,000 per year, it would appear that new financing 
angements should be sought. 


200. Accounts recervable—Department of Indian Affairs and Northern Development. 
€ accounts receivable of this Department amounted to $1,720,000 at March 31, 1967 
l included uncollectable accounts amounting to $182,000. 

In our 1966 Report (paragraph 176) it was pointed out that examinations of the 
ounts receivable of the Department (then the Department of Northern Affairs and 
tional Resources) as at March 31, 1965 and March 31, 1966 had revealed a substantial 
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number of errors. We had informed the Department that a lack of uniformity of pro- 
cedures indicated the need for more effective controls, more specific directions and close 
supervision. 

In December 1966 we were advised by the Department that one element of | 
program recently initiated for the development and implementation of improved financig 
control devices would relate to the accounts receivable problem. The system to b 
developed would provide for reconciliations, aging of accounts and management report 
at regular intervals. 

Our examination of the accounts receivable at March 31, 1967 again gave ground 
for eritieism although a number of steps taken towards more effective control shoule 
result in improvement before the next year-end. 

As reported in 1966, the accounts owing to the Department include an amount 0 
g995.000 advanced to the Banff Recreational Centre in 1961-62 as a loan towards the 
construction of a building suitable for use as a curling rink. The loan is repayable m 
twenty equal annual instalments commencing November 1, 1966, with interest at 53% 
payable annually. The operations of the Centre have failed to produce sufficient revenue 
to permit any payment of principal or interest. The arrears of interest now amount t 
56.000, bringing the total recorded indebtedness at March 31, 1967 to $281,000. Accrued 
‘nterest of $4.900 at that date had not been set up on the books. Consultants engaged 
by the Department in 1964 reported that the Centre’s pattern of operations was such that 
it was unable to meet its loan commitments to the Federal Government. The Department 
was authorized to pay an amount of $32,100 in 1965 to liquidate a liability of the Centre 
in connection with the purchase of ice-making equipment and the payment was made 
subject to the Centre giving assurance that it would assume responsibility for the curling 
rink and meet its other obligations; that if these obligations were not met the rink wou d 
be closed until such time as the community made reasonable proposals for taking over is 
operation. The Centre appears to have remained open in the interim. ; 


201. Cash on deposit in chartered banks. Included in the item ‘Cash’ is an 
amount of $815 million on deposit in bank accounts. Of this amount, $794 million was 01 
deposit in the chartered banks in Canada, $9 million in the Bank of Canada and $12 mil- 
lion in banks in London, New York, Paris and Bonn. 4 

The balances on deposit in foreign bank accounts are working balances against which 
cheques are drawn and which do not earn interest. The Bank of Canada, in accordance 
with the provisions of section 19(e) of the Bank of Canada Act, R.S., ¢.13, does not pay 
interest on deposits. However, profits of the Bank of Canada are paid to the Receiver 
General and placed to the credit of the Consolidated Revenue Fund. | 

Balances on deposit in the chartered banks in Canada in excess of $100 million earl 
interest on the minimum weekly balances at the weekly average accepted treasury bil 
tender rate for the three months treasury bills, less 10%. As in previous years, no interes 
was received on the aggregate of $100 million which was kept on deposit in the che , 
banks throughout the year (see also paragraph 69). 
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202. Departmental working capital advances. This item appearing in the Statement 
f Assets and Liabilities under the caption “Current assets” amounted to $157,795,000 
t March 31, 1967. Included are a number of revolving funds established by various 


ection 58 (5) states that any surplus resulting from the operations of the fund shall be 
ansferred from the revolving fund as revenue and that no amount may be credited 
the fund to meet any deficiency in it without the authority of Parliament. The purpose 
' these provisions is to maintain working capital advances intact and to enable Parlia- 
ent to exercise financial control over these funds. 

_ Some of the practices followed in the operation of these funds do not conform to the 
inciples established with respect to revolving funds. Examples are: 


(a) The Queen’s Printer’s Advance Account was charged with the cost of capital equipment 
amounting to $549,000 during the year and $287,000 in the previous year. Formerly 
these costs were met from appropriations provided for that purpose. The Deputy At- 
torney General has expressed the opinion that the term “material”, referred to in 
section 37 of the Public Printing and Stationery Act, R.S., ¢.226, which provides for 
advances to enable the Queen’s Printer “to purchase material for the execution of 
orders...”, is sufficiently broad to include capital equipment. Such an interpretation 
of the term “material” would appear to be too broad when related to capital equipment 
having a useful life of many years. Furthermore, parliamentary control over capital 
expenditure of the Canadian Government Printing Bureau is thereby eliminated. 


(6) The National Film Board Operating Account, established by section 18 of the National 
Film Act, R.S., ¢.185, has been used to finance the purchase of capital equipment for 
the Canadian Government Photo Centre under the authority of Vote L30, Appropria- 
tion Act No. 5, 1963, 1963, c.42, to the extent of $240,000 up to March 31, 1967, of 
which $75,000 had been recovered through charges for services rendered. In this case 
Parliament has surrendered its control over the capital expenditures of the Canadian 
Government Photo Centre. 


(c) The Central Data Processing Service Bureau is authorized by Vote L99e, Appropria- 
tion Act No. 4, 1966, 1966-67, c.6, to operate a working capital advance account to 
finance the provision of data processing and related services to government depart- 
ments and agencies. At March 31, 1967 the operating account had been charged with 
capital expenditures of $65,000 and the 1967-68 budget provides for further capital 
expenditures of $108,000 although there is no specific reference to capital equipment in 
the vote wording. An initial operating loss of $269,000 has been incurred and remains 
as part of the balance in the account. This is expected to be recovered from user depart- 
ments in future years. 


_ From examples (b) and (c) it may be seen that “Departmental working capital 
ances” which are classified as “Current assets” in the Statement of Assets and Liabili- 
include capital expenditures and operating deficits which are not, of course, current 
ts (see also paragraph 57 of this Report). 
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203. Agricultural Products Board Account. The operations of the Agricultural Prod- 
ucts Board during the year 1966-67 resulted in a loss of $7,214,000. This loss was met to 
the extent of $5,663,000 by funds provided by Department of Agriculture Vote 17g, and 
to the extent of $391,000 by government departments which provided major services| 
without charge (see paragraph 252 of this Report). The balance of the loss amounting 
to $1,160,000 remains as a charge to the Agricultural Products Board Account and 
is included in the balance of $1,741,000 at March 31, 1967. This amount appears as a 
current asset item (see paragraph 172) although to the extent of $1,160,000 it repre- 
sents a loss which must eventually be written off to expenditure (see also paragraph 167 


of this Report). 


204. Loans to national governments. In 1965-66 a policy was adopted of making loans 
to assist developing countries. Loans amounting to $15,054,000 have been made to seven 
developing countries, an increase of $9,798,000 in the year. Included are loans to five 
developing countries amounting to $11,710,000 repayable over a period of forty years 
following a grace period of ten years, at an interest rate of 3 of 1% per annum on the 
amount of the loans committed less repayments. 


205. Other loans and investments—Department of Energy, Mines and esources. 
In paragraph 180 of last year’s Report, attention was directed to the status of loans made 
under the provisions of the Coal Production Assistance Act, R.S., ¢.173, administered by 
the Dominion Coal Board. Particular reference was made to arrears of repayments by 
four companies amounting to $1,318,000, of which $1,255,000 was owed by one company, 
and we noted that, although this company had received $13,657,000 under the statutory 
provision for payments in connection with the movements of coal, no action had been 
taken to recover the outstanding indebtedness by set-off. During 1966-67 this company 
continued to default on its repayments with the result that its arrears of repayments 
totalled $2,521,000 at March 31, 1967 of which $2,050,000 was principal and $471,000 was 
interest. 

This company received $24,767,000 in the year for payments in connection with the 
movement of coal but no recovery of the amount of the arrears, or any portion thereof, 
was sought by means of set-off. 


206. Deposit and trust accounts—Public Officers Guarantee Account. The Public 
Officers Guarantee Account, established by section 98 of the Financial Administration 
Act, provides that payments may be made from the Account by way of indemnity for 
losses suffered by Her Majesty or others by reason of defalcations or other fraudulent 
acts or omissions of public officers. 

Regulations governing the operation of the Account were promulgated by the © 
Treasury Board on December 11, 1959. As there had been considerable delay in trams 
ferring some losses to the Account, the Treasury Board on January 19, 1967 directed — 
that unless losses due to defaleations could be recovered in the fiscal year in which they | 
occur, Treasury Board authority to reimburse the losses from the Account was to be | 
sought. Subsection (3) of section 98 of the Act requires that every payment out of the 


. 
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ublic Officers Guarantee Account and the amount of every loss suffered by Her Majesty 
y reason of defalcations or other fraudulent acts or omissions 
ve reported annually in the Public Accounts. 


The transactions in the Publie Officers Guarantee Account since its inception on 
\pril 1, 1952 may be summarized as follows: 


of a public officer are to 


if 


Balance, April 1, 1952 (transferred from Government Officers Guaran- 
tee Fund) 


PI Eeeeiee e118 Suds fs Howie tureticgesie, © $ 657,013 
Add: 
Credits to Account— 
Be RE ile Gis ky ok 4 iss «Ya dvdeoore va eldest, ccs $ 6,481 
GE oS OE a es Ce ee ee ee 5,178 
11,659 
668 , 672 
Deduct: 
Charges to Account— 
Reet Oe 286s) Wels. the wissen sink adi alow. VY 181,177 
Re ene Aa ty tar god ID BON iNet HO tui 79,614 
——_—_—___ 260,791 
LEO TT Fite iba aa a a a $ 407,881 


The credits, amounting to $5,178 in 1966-67, represent recoveries of losses charged 
1 the Account in prior years. Six losses amounting to $79,614 were charged to the 
ccount during the year of which three amounting to $62,754 had occurred in prior years. 
n additional 14 losses totalling $124,343 which occurred in prior years and 24 amounting 


$7,722 which occurred during the year have yet to be charged to the Account. 


_ 207. Annuity, insurance and pension accounts—Canadian Forces Superannuation 
ccount. Section 25 of the Canadian Forces Superannuation Act, 1959, ¢.21, provides that 
he Minister of Finance shall lay before Parliament at least once in every five years an 
tuarial report on the state of the Superannuation Account, containing an estimate of 
e extent to which the assets of the said Account are sufficient to meet the cost of the 
nefits payable under this Act”. The latest valuation of the Account was as at De- 
mber 31, 1960. We understand that an actuarial valuation as at December 31, 1965 
underway but that it has been delayed by demands on data processing facilities, It is 
t expected to be completed until some time in 1968. 

! 

«208. Annuity, insurance and pension accounts—Royal Canadian Mounted Police 
perannuation Account. Section 24 of the Royal Canadian Mounted Police Superan- 
ation Act, 1959, c.34, requires that at least once in every five years an actuarial report 
the state of the Force’s Superannuation Account be laid before Parliament. 

— On June 5, 1967 a report was tabled showing that an estimated deficit of $6,644,000 
Sted in the Account at December 31, 1964. This deficit was attributed to (1) a much 
ver rate of retirement with return of contributions for the five-year period 1959-1964 


an had been anticipated, and (2) the assumption in 1959 of a salary scale which was 
t borne out. 
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This amount remains to be credited to the Account in accordance with section 23(3) 
of the Act. 


209. Suspense accounts, Included in the Statement of Assets and Liabilities is a 
liability item amounting to $50,949,000 designated as “Suspense accounts”. An explana- 
tion on page 7.8 of Volume I of the Public Accounts is: 


The accounts in this category cover items in which there are elements involving uncertainty 
as to accounting treatment or disposal and others in respect of which accounting treatment 
is known but which are held for final disposition pending completion of certain conditions. 


Three of the items included in the Suspense accounts total of $50,949,000 do not come 
within the description given above and are of sufficient significance to warrant proper 
classification for statement purposes. These items are: 


Finance 
Provision for estimated premium on redemption of bonds...........-+--+eeeeeees $ 19,993,000 


National Defence 
Surplus Crowi GSs0bS. wes bs aaa ec keen eee eeeee eae ds enn ea de ew Dene ce ae 24,303 ,000 


Treasury Board 


Hospital insurance—outside Canada.......... ccc cee cect eee teen eee rec eeeceees 790 , 000 


The Department of Finance account “Provision for estimated premium on redemp- 
tion of bonds” includes the provision to March 31, 1967 for the premium due at maturity 
on the then outstanding 1959 series of Canada Savings Bonds. It also includes the pro- 
vision to March 31, 1967 for the special compound interest feature applicable to the 
Centennial Series of Canada Savings Bonds. Annual provisions are required in order to 
meet the additional amount payable, either as premium or as additional interest, to the 
holders of the bonds at the dates of maturity. It is not appropriate that such an accrued 
liability be classified as a suspense item. The amount has some similarity to items which 
are included in the “Liabilities” category ‘“Undisbursed balances of appropriations to 
special accounts” and might well be included in this category. An alternative would be to 
include such amounts in the category “Unmatured debt” where they could be associated 
in the supporting schedule with the individual Canada Savings Bonds series. 

The Surplus Crown assets account of the Department of National Defence cannot 
properly be called a suspense item as it represents money available to the Department 
as a supplement to the appropriations of the Department. In a sense, this amount is an 
appropriation of revenues for the future use of the Department and, as such, might also. 
be included in the category “Undisbursed balances of appropriations to special accounts”. 

The Treasury Board account “Hospital insurance—outside Canada” is credited with 
premiums or contributions by government employees serving outside Canada and is 
charged with any claims from such employees for hospital expenses incurred outside. 
Canada or inside Canada before they come under the regular provincial hospital insurance 
schemes. This account is not a suspense account and should more properly be included 
under the caption “Annuity, insurance and pension accounts”. 
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210. Suspense accounts—Department of National Defence—Surplus Crown assets. 
Included with the liability suspense items is an account authorized by Department of 
National Defence Vote 48, Appropriation Act No. 2, 1966, 1966-67, c.38. The Vote author- 
ized payments into a special account in the Consolidated Revenue Fund of: 


surplus materials, supplies and equipment, and 
(6) revenues received during the current and subsequent fiscal years from the sale during 


the current fiscal year of surplus buildings, works and land not exceeding an aggregate 
] amount of $5 million. 


) 
| (a) all revenues received during the current and subsequent fiscal years from the sale of 
| 
| 


Department of National Defence Vote 48, Appropriation Act No. 9, 1966, 1 966-67, 
c.65, authorized payment into the account in 1966-67 and subsequent fiscal years of a 
further amount of $5 million from the sale during 1966-67 of surplus buildings, works and 
land. 


This account may be used, with the approval of the Treasury Board, to supplement 
} 


votes of the Department of National Defence. 


The following is a summary of transactions in the account in the past year and 
the cumulative figures since its inception on April 1, 1965: 


Year ended Cumulative to 
March 31, 1967 March 31, 1967 


tio: ES ES CS a $ 9,073,000 $ 
Revenue— 

| Surplus materials, supplies and equipment.................. 10,144,000 16,698,000 
Aves Surplus buildings, works and UL es igen enna inh 1. R haar dh baht 5, 202,000 7,721,000 
oe ae ven eae tee eT 
24,419,000 24,419,000 
Expenditure— 

amines, works And land. oo. ee ogee se ee cee cqeess 116,000 116,000 


Balance at March 31, 1967.......... tat. Si db lccheeeeclt Jove $ 24,303,000 $ 24,303,000 


ee 
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Crown Corporations . 

211. A Crown corporation, as defined by section 76(1)(c) of the Financial Adminis- 
tration Act, is a corporation that is ultimately accountable, through a Minister, to Parlia- 
ment for the conduct of its affairs. Departmental corporations are named in Schedule B 
to the Act and are responsible for administrative, supervisory or regulatory services of a 
governmental nature. Agency corporations are named in Schedule C and are responsible 
for the management of trading or service operations on a quasi-commercial basis or for 
the management of procurement, construction or disposal activities on behalf of the 
Crown. Proprietary corporations are named in Schedule D and are responsible for the 
management of lending or financial operations, or for the management of commercial 
and industrial operations involving the production of or dealing in goods and the 
supplying of services to the public, and are ordinarily required to conduct their 
operations without appropriations. | 


212. The following paragraphs are concerned with agency and proprietary corpora- 
tions to which sections 77 to 88 of the Act apply and certain other Crown corporations 
which have not been named in any of the Schedules to the Act. 


213. Section 85 of the Act requires each corporation to prepare, in respect of each 
financial year, a balance sheet, a statement of income and expense and a statement of 
surplus containing such information as, in the case of a company incorporated under the 
Canada Corporations Act, R.S., ¢.53, is required to be laid before the company by the 
directors at an annual meeting. 


214. Section 87 of the Act requires the auditor of a Crown corporation to report 
annually to the appropriate Minister the result of his examination of the accounts and 
financial statements of the corporation and to state in his report whether in his opinion: 


(a) proper books of account have been kept by the corporation; 
(b) the financial statements of the corporation 
(i) were prepared on a basis consistent with that of the preceding year and are in 
agreement with the books of account, 
(ii) in the case of the balance sheet, give a true and fair view of the state of the cor- 
poration’s affairs as at the end of the financial year, and 
(111) in the case of the statement of income and expense, give a true and fair view of the 
income and expense of the corporation for the financial year; and 
(c) the transactions of the corporation that have come under his notice have been with 


the powers of the corporation under this Act and any other Act applicable to the 
corporation. 


In addition, the auditor is required to call attention to any other matter falling within 


the scope of his examination that in his opinion should be brought to the attention of 
Parliament. 
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215. Section 87 of the Act further requires that the annual report of the auditor be 
included in the annual report of each corporation, and section 85 directs that such annual 
report be laid before Parliament by the appropriate Minister within fifteen days after he 
receives it from the corporation or, if Parliament is not in session, within fifteen days after 
she commencement of the next ensuing session. 

The financial statements of the various corporations, together with the related audit 
‘eports, are published in Volume III of the Public Accounts. 

| 216. The Auditor General is the auditor of the following Crown corporations whose 
vecounts and financial statements were examined for their financial years terminating 
luring, or coinciding with, the fiscal year ended March 31, 1967: 

j 


: Corporation Class Reporting Minister 
| Atomic Energy of Canada Limited ........ Agency Energy, Mines and Resources 
, Canada Deposit Insurance Corporation ... Proprietary Finance 
Canadian Arsenals Limited .............. Agency Industry 
Canadian Broadcasting Corporation ...... Proprietary Secretary of State 
Canadian Commercial Corporation ....... Agency Industry 
Canadian Corporation for the 1967 
Pron Meaipition es. SUD IL. Boll jar cus Trade and Commerce 
Canadian Film Development Corporation . Secretary of State 
Canadian Livestock Feed Board .......... Agency Forestry and Rural Development 
}Canadian National (West Indies) Steam- 
OL SURESST Ty 227 mR ian eth ceria aleiemaaiaal Agency Transport 
Canadian Overseas Telecommunication 
| Perrier eet. ee Proprietary Transport 
‘Canadian Patents and Development 
Ee ee, oe Agency Chairman of the Committee of 


the Privy Council on Scientific 


and Industrial Research 


‘Centennial Commission ................. Agency Secretary of State 

Cornwall International Bridge Company 

| Oe ae Proprietary Transport 

Crown Assets Disposal Corporation ....... Agency Industry 

Defence Construction (1951) Limited .... Agency National Defence 

Eldorado Aviation Limited .............. Proprietary | Energy, Mines and Resources 

Eldorado Mining and Refining Limited .... Proprietary Energy, Mines and Resources 

Export Credits Insurance Corporation .... Proprietary Trade and Commerce 

Farm Credit Corporation ................ Proprietary Agriculture 

The National Battlefields Commission .... Agency Indian Affairs and Northern 
Development 

National Capital Commission ............ Agency Public Works 

National Harbours Board ................ Agency Transport 

Northern Canada Power Commission and 

subsidiary companies ................ Agency Indian Affairs and Northern 

Development 


Northern Ontario Pipe Line Crown 
morparation es: BUGS ROIe Boo Ost: Energy, Mines and Resources 
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Corporation Class Reporting Minister 


Northern Transportation Company Limited 


and subsidiary companies ....-+--+-++-: Proprietary Indian Affairs and Northern 


Development 
Polymer Corporation Limited and 
subsidiary Companies ...-----++eeeess Proprietary Industry 
The St. Lawrence Seaway Authority ...... Proprietary Transport 
The Seaway International Bridge 
Corporation, Ltd. .......2++eee eee Proprietary Transport 


217. Although a firm of chartered accountants was appointed the auditor of the 
Canadian Dairy Commission, the Canadian Dairy Commission Act, 1966-67, ¢c.34, requires 
all cash transactions of the Commission to be recorded in the Consolidated Revenue Fund 
and the Auditor General has examined these transactions under the requirements of sec- 
tion 67 of the Financial Administration Act (see paragraph 237": 


218. No funds were paid over to the Company of Young Canadians during the year 
but the Company took over administration of funds provided under Privy Council Vote 
10 for “a pilot program, undertaken by volunteers, to advance social and economic 
development in community affairs’. The expenditures from this appropriation were 
examined by the Auditor General under the provisions of section 67 of the Financial 
Administration Act (see paragraph 234). With effect from April 1, 1967 a firm of 
chartered accountants has been appointed the auditor of the Company. 


219. Since the Auditor General has not been appointed the auditor or the joint 
auditor of the following Crown corporations and public instrumentalities their accounts 
were not examined by him during the year: 


Corporation or Instrumentality Class Reporting Minister 
ree Gat eae es i ea, ee a eS Proprietary Transport 
ei el A iSnSe 4. GG foe ACS ei ee BE Finance 
Canadian National Railways ..........:.; Proprietary Transport 
The Canadian National Railways Securities 
OS Bn a ei oceir sw kl ee ek ee ee Proprietary Transport 
The Canadian Wheat Board .............. Finance 
Central Mortgage and Housing Corporation Proprietary Hon. J. R. Nicholson 
Industrial Development Bank ............ Finance 


In its Eleventh Report 1966-67 the Public Accounts Committee again repeated its 
recommendation that the Auditor General be appointed the auditor or the joint audito! 
of these corporations or instrumentalities (see Appendix 1, items 27 and 48). 


220. The paragraphs that follow deal with the various corporations audited by the 
Auditor General. In each case an introductory comment describes briefly the origin o! 
the corporation and the nature of its activity, and this is followed by comments regarding 
the Crown’s equity in the corporation, a summary of the operations for the year in com: 
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parison with the preceding year, and any other matter which might be of interest to 
the House of Commons. 


221. Atomic Energy of Canada Limited. This Company was incorporated in 1952 
under the Canada Corporations Act, R.S., ¢.53, pursuant to authority contained in the 
Atomic Energy Control Act, R.S., ce.l1, to carry out research and development in nuclear 
power technology and allied fields and to promote uses of atomic energy. 

The head office of the Company is in Ottawa. Nuclear reactors and research and 
development laboratories are maintained at Chalk River, Ont., and at the Whiteshell 
establishment in Manitoba. Shopping centres, housing, staff hotels, and hospitals at Deep 
River, Ont., and Pinawa, Man., were constructed for the employees of the Chalk River 
nuclear laboratories and the Whiteshell establishment, A Power Projects group, located 
in Toronto, is responsible for the engineering, development, construction and manage- 
ment of nuclear power generating projects. Radioisotopes produced in the Company’s 


reactors, and equipment designed and built by the Company to use these radioisotopes, 
are marketed throughout the world. 


A nuclear power demonstration station at Rolphton, Ont., built as a co-operative 


- project by the Company, the Hydro-Electric Power Commission of Ontario and Canadian 


General Electric Company Limited, came into operation in 1962. Canada’s first full-scale 
nuclear power generating station, completed in March 1967, was constructed by the 
Company in co-operation with the Hydro-Electric Power Commission of Ontario, at 


- Douglas Point, Ont. The Company is also sharing with the Hydro-Electric Power Com- 


mission of Ontario and the Province of Ontario in the capital cost of a nuclear power 


generating station being constructed at Pickering, Ont. Upon completion ownership will 


vest in the Hydro-Electric Power Commission of Ontario with the Company’s share 


of the cost to be repaid in accordance with an agreed formula. During the year two 
new projects were undertaken, namely the construction of the Gentilly nuclear power 


station near Trois-Riviéres, Que., which is being built in co-operation with the Quebec 


Hydro Electric Commission and, under specific parliamentary authority, the construction 
of transmission lines in connection with the Nelson River power project in accordance 


with an agreement between Canada and Manitoba. 


The accumulated costs of the Company’s research facilities at Chalk River, Rolphton, 
Toronto and Whiteshell, charged to research expense and financed by parliamentary 


appropriations, amounted to $202,547,000 at March 31, 1967. The costs of the Douglas 
Point generating station and the Company’s share of the Pickering generating station 
amounting to $73,598,000 and $9,062,000, respectively, at March 31, 1967, have been 


financed by loans from Canada. 
The Crown’s equity in the Company at March 31, 1967 totalled $116,185,000 com- 


‘prising: loans for the Douglas Point generating station, $73,596,000, Pickering generat- 


ing station, $8,706,000, Gentilly nuclear power station, $2,503,000, housing projects and 


4M engineering design building, $13,113,000, and the Nelson River transmission line, 


$1,007,000; capital stock, $15,000,000 ; and retained earnings, $2,260,000. 
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A comparative summary of income and expense for the past two years follows: 


Year ended March 31 


1967 1966 


Research program— 
Operating expenibe sy. iki. us de. Aaa tie See et ae $ 55,495,000 $ 45,578,000 


Gross income from housing accommodation, hospitals, engineering 
7,804,000 5,888,000 


services, sales of steam, etC......-.--e eer eeer eter re rests 


Excess of expense over income, provided for by parliamentary 
apriropridtiNns.. aad nan > Fees SES are as ee $ 47,691,000 $ 39,690,000 
Capital expenditures provided for by: 
Parliamentary appropriation. ........+.e eee errr tener eens 
Retained earnings 102) > «0 avons sha Le 1s SNL ee EG oS es 


$ 10,292,000 $ 12,977,000 
3,613,000 1,277,000 


$ 13,905,000 $ 14,254,000 


Commercial operations— 


Tenis, fod nb ad oekk spots b Api Rites = ee ake cal cae ome $ 8,312,000 $ 6,656,000 
Expense— 

Conk Of Gales Cy 6 ere oat Gawd dane evelyn eae 3, 829,000 2,954,000 

Research, selling and administration.............6 sees eerie 4,122,000 3,427,000 

7,951,000 6,381,000 

Excess Of INCOME OVE EXPENSE. 2. 6... sac vpeces cs gevederege reas $ 361,000 $ 275,000 


The increase of $9,917,000 in research operating expense resulted from a continued 
expansion in the activities of the Company and an increase in costs of goods and services, 
mainly: salaries and wages, including employee benefits, $4,580,000; materials and sup- 
plies, $1,173,000; research and development contracts, $1,105,000; and professional and 
special services, $831,000. 


222. Canada Deposit Insurance Corporation. This Corporation, incorporated undet 
the Canada Deposit Insurance Corporation Act, 1966-67, c. 70, is administered by a Boarc 
of Directors consisting of a chairman appointed by the Governor in Council, and the per 
sons who from time to time hold, respectively, the offices of the Governor of the Bank o 
Canada, the Deputy Minister of Finance, the Superintendent of Insurance and _ the 


Inspector General of Banks. Section 8 of the Act declares the objects of the Corpora 
tion to be: 


(a) to provide, for the benefit of persons having deposits with member institutions, insurance 
(herein referred to as “deposit insurance”) against the loss of part or all of such deposits 
i. making payment to such persons to the extent and in the manner authorized by thi 
cl; 
(b) to provide the deposit insurance required by this Act for federal institutions and t 
enter into contracts of deposit insurance with provincial institutions; 
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(c) to examine into the affairs of member institutions for the purpose of obtaining informa- 
tion relative to deposit insurance; and 


(d) to accumulate, manage and invest a deposit insurance fund and any other funds 
accumulated as the result of its operations. 
The Corporation did not have any financial transactions during the year and as a 
consequence no financial statements were prepared. 


223. Canadian Arsenals Limited. This Company, with its head office in Ottawa, was 
incorporated under the Canada Corporations Act, R.S., ¢.53, pursuant to authority con- 
tained in the Department of Reconstruction Act, 1944, 1944-45, c.18, The main objects 
of the Company are the operation, maintenance and supervision of arsenals and other 
plants for the production of military stores and equipment, including the maintenance 
of physical facilities and manufacturing skills so that the operations carried on by the 
Company may be expanded on short notice, 
| Except for a minor increase in 1961-62, there has been a steady decline in sales from 
$80 million in 1954-55 to $7 million in 1966-67. During 1966-67, the Dominion Arsenal 
Division ceased operations when the Department of Defence Production sold the Val 
Rose plant near Valcartier, Que., to private interests (see paragraph 63) and leased to 
them the Louise Basin plant at Quebec, Que. At March 31, 1967 the Company was the 
custodian of and operated two Crown-owned plants the cost of which was $34.6 million. 

At March 31, 1967 the Company held a working capital advance of $5,000,000 and 
advances totalling $925,000 from the Department of National Defence in respect of pur- 
chases. 

The following is a comparative summary of the results of operations for the past 
two years: 
Year ended March 31 


1967 1966 
Income— 

ei en epee tape ae Ie daitlamaaial le lal $ 7,004,000 $ 7,280,000 
(AS Sata tery wera ie ne alae pata ae eels She aah 471,000 383 ,000 
7,475,000 7,663,000 

| Expense— 
| Cost of sales including indirect labour and other overhead absorbed 6,714,000 6,811,000 
Indirect labour and other overhead not absorbed in cost of sales... 1,090,000 2,011,000 
eerranmemannnn paterTTe lieved? cro ndiioy. lor on cern lin 210,000 17,000 
ER eek ete: eidt oy, 294,000 319,000 


8,308,000 9,158,000 


Excess of expense over income................----.-.-2.... 0... $ 833,000 $ 1,495,000 
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The amount of $833,000 required to meet the excess of expense over income was 
provided by Department of Defence Production Vote 40. dice | 

Plant shut-down costs of $210,000 consist mainly of termination pay totalling $200 
000 made to employees of the Val Rose plant when that plant was sold on December 1 


1966. 


224. Canadian Broadcasting Corporation. This Corporation, established by Thy 
Canadian Broadcasting Act, 1936, 1936, c. 24, superseded by the Broadcasting Act, 1958 
c, 22, operates national television and radio broadcasting services and administers an in 
ternational shortwave service on behalf of Canada. The head office is in Ottawa an¢ 
regional offices are located in St. John’s, Halifax, Quebec, Montreal, Ottawa, Toronte 
Winnipeg, Edmonton, and Vancouver. | | 

Prior to 1964-65 the Corporation derived funds for both its capital and operatin; 
requirements in excess of advertising revenue, from grants provided by parliamentar; 
appropriations. For the past three years, however, funds for capital requirements hay 
been provided by means of loans from Canada. Loan indebtedness at March 31, 1961 
amounted to $26,705,000 of which $1,371,000 was repaid in 1966-67. Additional loans 
1966-67 amounted to $30,381,000 so that $55,715,000 was outstanding at March 31, 196% 
Each loan is repayable in 20 equal annual instalments with interest at rates varying fror 
51% to 6% per annum (see paragraph 68). | 

At March 31, 1967 the Crown’s equity in the Corporation amounted to $92,133,00 
represented by working capital of $15,142,000 (including an unspent balance of $142,00 
with respect to capital loans) and the net book value of capital assets amounting t 
$76,991,000. 

Our statutory report to the Secretary of State dated May 29, 1967 contained a qual! 
fication in respect of a resolution by the Board of Directors granting a retiring allowance 
to the Vice-President equivalent to one year’s salary. In our opinion, this was not withi 
the competence of the directors of the Corporation and payment of the retiring allow 
ance purported to be granted thereby was not within the powers of the Corporation undé 
the Broadcasting Act. Furthermore, the amount paid should have been included in th, 
remuneration of directors appearing in Note 3 to the financial statements. | 


t 
: 


The Board of Directors also passed the following resolution: | 


That approval be given to provide the following early retirement benefits to th 
Corporation’s President, Vice-President and other vice-presidents in case of involuntal 
separation or demotion with loss of pay, other than through sickness and dismissal for caus 
after five years of CBC service, a gratuity equivalent to one month’s pay for each ty 
years of CBC service up to a maximum of one year’s salary at the rate in effect at the tin 


of such early retirement. This allowance will replace the retirement gratuity provided und 
CBC rules and regulations for this purpose. | 


It is our opinion that this resolution, to the extent that it purports to grant gratuiti: 
to the President and to the Vice-President of the Corporation, is also not within tl 
competence of the Board of Directors of the Corporation. However, no gratuities | 
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the nature contemplated by this resolution were 
1967. 


paid during the year ended March 31, 


The Corporation has had a pension plan for its employees in effect since 1943. In 
December 1960 the Board of Directors, under authority of section 26(2) of the Broad- 
casting Act, approved establishment of a new CBC Pension Plan effective September 1, 


1961. Briefly, this plan provides for benefits equivalent to 2% of the highest average 
annual salary, received during any period of five 


years of service, for each year of service up toam 
made for disability and death benefits, benefits ac 
integration with the Canada Pension Plan, ete. 

At its meeting on March 10, 1967, the Board of Di 
ng a “Supplement to CBC Pension Plan” 
lent, Vice-President and a number of the 
rom December 8, 1966. These beneficiaries 


consecutive years during the last ten 
aximum of 35 years. Provision is also 
cruing under the former pension plan, 


rectors passed By-law 18 establish- 
permitting additional pensions for the Presi- 
senior officers of the Corporation with effect 
are defined as officers appointed by the Gov- 
mor in Council to serve full-time as executive officers or directors of the Corporation or 
hose appointed by the Corporation to assume responsibility for major functional or 
yperational areas of the Corporation’s activities. At March 31, 1967 the positions referred 
0 consisted of those of the President, Vice-Presi 


dent and the following ten senior execu- 
ive officers of the Corporation: 


Vice-president, Engineering 

Vice-president, Finance 

Vice-president, Administration 

Vice-president, Planning 

Vice-president, Programming 

Vice-president and General Manager Network Broadcasting (English) 
Vice-president and General Manager Network Broadcasting (French) 
Vice-president and General Manager Regional Broadcasting 

General Manager, Caribbean Project 

Assistant to the President 


| 


| 


=. a ee 


By-law 18 was later amended to permit the payment of supplementary pension 
mefits “to any other person designated by the Corporation as an officer for the purposes 
this supplement”. 

The features of the “Supplement to CBC Pension Plan” which give rise to the addi- 
dnal pension benefits payable to these senior officers are as follows: 


) (1) the salary upon which the pension is based is the salary at the date of retirement ; and 
| (2) provided the officer has five years’ continuous service immediately prior to his retire- 
| ment date, the length of service taken into account in computing the pension is 15 years 
| or the actual length of service to a maximum of 30 years, whichever is greater, 

The cost of these additional benefits is to be borne entirely by the Corporation. 
The only payment in this respect during the year involved an expenditure of $23,451 
* the purchase of a supplementary pension of $1,874 per annum for the Vice-President 
len he retired from the Corporation on February 28, 1967. 
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A summary of the source and disposition of the Corporation’s funds in 1966-67 
follows: 


Source— 
Parliamentary appropriations: 


Oppeeatitig hart, 10 6. dope vie ee gm 4 eee SES SSE $ 112,403,000 


Loans for capital expenditures.....----++ssrererrerrrssee es 30,381,000 
Working capital advances.....---+s+srrecrrsssrtssssre ses 6,000,000 
148 , 784,000 
Advertising TEVENUC. .: ede ee. ve see He ee CRORE TRE TSE 35,153,000 
DepreulatiOn: «00 cb gdp vis mien tee a? ta ee ae ena ee 7,013,000 
Wi seceell Ler QOUUS yisic 0p: aie 4m =o sia ative n+ Apes vies he aaa 1,402,000 
—_————  $ 192,352,000 
Disposition— ST 
Total operating expense......+--+eerseeerererrerseeterecess $ 154,241,000 
Repayment of capital loans.......-.-++sssereecr rss sesttces 1,371,000 
Additions to capital assets..........-seeeecer ress eeeeesscees 30,641,000 
186 , 253 ,000 
Increase in working capital...........seeeeee secre ereeesecess 6,099,000 : 


$ 192,352,000 | 
oo 
The increase in working capital is reflected by increases in: programs, rights and sup- 
plies, $8,120,000; cash, $473,000; and other current assets, $261,000; offset by an increase 
in accounts payable and accrued liabilities, $2,755,000. | 
The following is a summary of the net cost of operations for the past two years: 


Year ended March 31 


1967 1966 | 
Expense— | 
Cost of production and distribution: | 
DeaRGR sn 8s-Be yh See aes ee tokig: aig hrs Sam ti eae eed $ 98,002,000 $ 85,657,000 
IAPC SSUTID EIGN, «ys os) Oe oe arte AT Eas ge 12,149,000 11,536,000 
Station transmission. wots si scsv es ees kek een 5,906, 000 5,510,000 | 
Payniénta‘to private stations. .s1 2.520. Wed es ws St 5,010,000 4,591,000 ae 
Commissions to agencies and networks..................6-- 4,144,000 3,945,000 | 
| 
hy 125,211,000 111,239,000 
Operational supervision and serviceS.............eeceeeeeeees 13,062,000 10,876,000 
Radio and television broadcasting services at Canadian | 
Universal and International Exhibition, Montreal, 1967...... 2,691,000 301,000 
BO, DTG CIA io i aircon xis Palani ade ob mca aan 931,000 887 ,000 | 
| 141,895,000 123,303,000 
Selling and general administration..............0cccceccccees 10, 143,000 9,135,000 
Interest on loans to finance the acquisition of capital assets..... 2,203 ,000 1,009,000 
i 154, 241,000 133 , 447 ,000 | 
ncome— . 
Anvoraaune roventa; Ge... 46650. ee. re ee 36, 196,000 34,358,000 | 
oe 0 @ 6 * € Ss ’ ) y ’ 


ery Gai 0 a a 118. eo $ 99,089,000 
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The parliamentary grant of $112,403,000, Canadian Broadcasting Corporation Vote 
| 1, provided for the net expense of $118,045,000 as shown above, and an amount of 
$1,371,000 required for repayment of capital loans, less depreciation of $7,013,000 which 
| was recorded for cost ascertainment purposes, 

| There was an increase in almost every classification of expenditure. Salaries and 
wages increased by $10,514,000 due mainly to: the implementation of wage increase pro- 
visions of collective bargaining agreements, $5,409,000; an increase of 824 in the number 
of permanent employees, $2,250,000; and overtime, $2,472,000. Other classifi- 
cations in which there were substantial increases were: payments with respect to per- 
formers’ fees, authors’, composers’ and other rights, $3,528,000; staging and other pro- 
duction costs, $2,370,000; recording and film processing, $1,694,000; film purchases and 
rentals, $1,655,000; and interest on capital loans, $1,194,000. These increases were to a 
large extent due to the conversion of the Corporation’s television broadcasting facilities 
to color and to preparation for Centennial participation. 

Loans by Canada to finance the acquisition of capital assets amounted to $30,381 000. 
An unexpended balance of $43,000 remained from loans obtained the previous year and 
$359,000 was realized on sale of assets. The sum of $30,641,000 was expended, leaving a 
balance at March 31, 1967 of $142,000. Major categories of capital expenditure included: 
color television equipment and facilities at various locations, $10,500,000; broadeast 
pavilion at the 1967 World Exhibition, $6,000,000 ; Centennial technical facilities, 
$3,350,000; Place Radio Canada, Montreal, $1,900,000; television studios and offices, 
Quebec City, $750,000; television studios, Ottawa, $500,000; land for television studios, 
Vancouver, $450,000; and radio studios and offices, Fredericton, $450,000. 

The accumulated cost, $123,024,000, of capital assets included $13,331,000 expended 
luring the past eight years in connection with the planned consolidation of facilities in 
Montreal, Ottawa, Toronto, Winnipeg and Vancouver. The Corporation’s estimate at 
March 31, 1967 of the future cost of consolidation of facilities was $162,058,000 of which, 
ubject to the provision of funds by Parliament for the purpose, approximately $5,576,000 
vill be expended during the year ending March 31, 1968 and $156,482,000 in subsequent 
ears. 


In our Reports to management and to the House in recent years, we have com- 
1ented on the Corporation’s physical inventory of its capital assets. This inventory was 
ompleted in July 1967 and substantially reconciled with the inventory records but the 
ecessary adjustments of the accounts remain to be made. 

In previous Reports (1966, paragraph 55) we have noted that the cost of programs 
1cluded payments to employees for scheduled hours which were in excess of the actual 
ours of attendance during daily or weekly tours of duty. From a special study of certain 
ayrolls, we estimated that these payments amounted to $450,000 in 1964-65. We have 
ot made similar examinations of the 1965-66 or 1966-67 payrolls but have confirmed 
lat the pertinent clauses in the union agreements under which these payments were 
ade have been continued in subsequent union agreements and that the situation con- 
hues to exist. (See paragraph 60 of this Report. ) 


| 
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ation entered into contracts with three hotels in the City 

of Montreal to ensure accommodation for its personnel travelling to Montreal on business. 

This accommodation remained unoccupied 24%, 46% and 66% of the time. The contract 

with the hotel having an unoccupied rate of 467% was terminated on May 31, 1967 and 
a termination charge of $18,900, equal to one month’s rent, was paid. The cost of the 

unoccupied accommodation for the period January 1 to June 20, 1967 has amounted to 

$104,000 of which approximately $37,500 pertains to the period January 1 to March 31, 

1967. (See paragraph 169, item 1, of this Report). 

The cost of programs available for advertising and advertising revenue earned 
shown in a note to the financial statements as follows: 


Early in 1967 the Corpor 


thereon were 


1966-67 1965-66 
Programs which carried pilvertising. {ewes kaiateor's- + ge Ree eee 35,338,000 $ 33,710,000 
Programs available but which did not carry advertising........-- 28 , 243 ,000 22,287,000 


Program and related costs (exclusive of operational supervision, 
selling and general selministration )... 9: <+8 0.5 tind hs cake Pee 


$ 63,581,000 $ 55,997,000 


as — ee eee 


$ 35,153,000 $ 33,563,000 


Advertising revenue (gross).......-.0+ eee eset reer reer reer nees 


The net cost of programs with advertising potential in 1966-67 was therefore 


$28,428,000 which was financed by the parliamentary grant. | 
Expenditures incurred in connection with future programs are recorded as current 


assets of the Corporation until such time as the programs are presented. These assets were 


as follows: 


March 31, 1967 March31, 1966 | 


Programs completed and in process of production................8 10,790,000 $ 4,878,000 
File Bri BONG PICO. ai Sos hy oh Ae ca en KOO Sate ee 6 oe ee PA 3,974,000 2,322,000 | 


—S 


$ 14,764,000 $ 7,200,000 


The increases in 1967 were due mainly to the inclusion of special programs, many in, 
color, to be broadcast during the Centennial year. 
The balances shown in the above tabulation are after giving effect to the following 


write-offs: 


1966-67 1965-66 

Programs completed and in process of production—cost of programs 

which were unsuitable because of technical difficulties, scheduling 

changes, pre-emptions, inferior quality, etc....................000e $ 217,000 $ 521,000 
Film rights—unsuitable, inferior quality, expiry of right........ 68 , 000 209 , 000 

2G 1 etae ’ ) 

Script rights—unsuitable, inferior quality, expiry of right............. 21,000 74,000 | 
Engineering and production supplies—mostly obsolete film........... 14,000 36,000 


wicnenideal —— 
$ 320,000 $ 840,000 : 


——————d 
ooo 
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| We also examined the accounts and financial statements of the CBC Pension Board 
of Trustees and reported separately to the Trustees under date of May 18, 1967. An 
actuarial examination of the CBC Pension Plan as at March 31, 1964 indicated an 
unfunded actuarial liability of $6,682,000 in respect of future benefits payable. A subse- 

_ quent analysis by another actuary indicated that integration with the Canada and 
_ Quebec pension plans had reduced the unfunded actuarial liability to approximately 
$5.5 million. An actuarial examination of the Plan as at December 31, 1966 is presently 
in progress. 
In its Fifth Report 1964-65, the Public Accounts Committee made the following 

_ recommendation concerning findings of the Royal Commission on Government Organiza- 
_ tion, which has not yet been implemented (see Appendix 1, item 10): 


The Committee recommended that the Secretary of State table an official memorandum 
in the House presenting the Corporation’s views and its replies to each of the matters dealt 
with by the Royal Commission in its Report 19 and that this be done before the estimates of 


the Corporation are considered by the House. 


225. Canadian Commercial Corporation. This Corporation which was established in 

1946 by the Canadian Commercial Corporation Act, R.S., ¢.85, provides procurement 

services in Canada for the governments of other countries and for international organiza- 

tions. During the year $203 million was expended by the Corporation on behalf of its 
customers as compared with $155 million in the preceding year. 
| The Crown’s equity in the Corporation at March 31, 1967 amounted to $10,397,000, 
| consisting of a $10,000,000 working capital advance, a $174,000 reserve for United States 
exchange, and a $223,000 reserve for contingencies. 

A comparative summary of the Corporation’s operations for the past two years fol- 


lows: 


Income— 


Expense— 


Salaries.... 


eee ee a I, ORR ee. Ser ws ee Se fees. Wie) sheik de le Em we ae we woe 


er ees eR eee on ee 2 6 We oe he Re we ee we Fe ew ee Se ew 


Po ae ee ee eer ers 6 Se Se See ee ko ee ee we 


Excess Of Mmrome over expense) i192. (eae eo litil docs Jonen eee. 


Year ended March 31 


1967 


$ 129,000 
2,000 


131,000 


$ 131,000 


1966 


$ 98,000 
106 ,000 


204,000 


17,000 
1,000 


18,000 


$ 186,000 


In 1966 the Board of Directors decided that for the 1967 and subsequent fiscal years 
there would be no surcharge on purchases for any customer. There will therefore be no 
further income from surcharges after existing agreements providing for surcharges are 
completed. 
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In previous Reports we have noted that the Department of Defence Production has 
been providing purchasing and accounting services free of charge to the Corporation. 
With the implementation of the Board of Directors’ decision that the management and 
staff should be provided by the Department of Defence Production and the functions of 
the Corporation transferred to and performed by that Department, the provision of 
free services has reached the point where this year all expenses have been met from 
Department of Defence Production Vote 1. The Department of Defence Production esti- 
mated the value of its purchasing, accounting and other services provided free to the 
Corporation at $2,000,000, and the value of major services provided without charge by 
other government departments at $400,000. Taking these costs into account, the net cost 
of operating the Corporation for the year ended March 31, 1967 was $2,269,000. 

In previous Reports we have suggested that the cost of services now being absorbed 
by the Department of Defence Production should be charged to the Corporation to be 
offset in part by corporate revenues with the resulting deficit being provided for by 
means of a parliamentary appropriation. This suggestion has been adopted for 1967-68 
and an amount of $2,058,000 has been provided for this purpose by Department of De- 
fence Production Vote 50. 

Increases in advances and progress payments to suppliers financed by the Corpora- 
tion necessitated an additional advance to the Corporation of $4.5 million during the year. 


226. Canadian Corporation for the 1967 World Exhibition. This Corporation was. 
established by the Canadian Corporation for the 1967 World Exhibition Act, 1962-63, 
c. 12, for the purposes of planning, organizing, holding and administering the Canadian 
Universal and International Exhibition, Montreal, 1967. An Act respecting the Canadian 
World Exhibition, passed by the Quebec Legislature in 1968, provides authority for 
the Province of Quebec and the City of Montreal to share with the Government of 
Canada in the financing of the Corporation. 

The Corporation consists of a Commissioner General, a Deputy Commissioner 
General and fourteen other directors appointed by the Governor in Council, seven of 
whom are appointed on the recommendation of the Lieutenant-Governor in Council of 
the Province of Quebec. | 

Section 17 of the Act requires that the accounts and financial transactions of the 
Corporation be audited by the Auditor General of Canada and the Quebec Provincial 
Auditor. The auditors are to report annually in a manner similar to that required by the 
Financial Administration Act in respect of other Crown corporations. | 

In our 1966 Report we referred to an agreement concluded on January 18, 1963 by 
Canada, Quebee and Montreal confirming their acceptance of the legislation establishing 
and governing the Corporation and outlining certain “settlements” between the Corpora- 
tion and the three governments to be concluded after the closing of the Exhibition. As 
the clauses relating to these settlements are worded in vague and general terms, the 
Corporation wrote to the three governments in September 1966 recommending that the 
exact intent should be precisely stated in order to avoid complications in understanding 
and interpretation. A committee consisting of representatives of the Corporation and the 
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three governments first met on April 6, 1967 to deal with this matter. Although the 
committee has held several meetings since that date, it has not yet reported. 

The original overall plan for the Exhibition, dated December 20, 1963, which indi- 
cated an estimated deficit of $47,534,000, has since been revised six times. The sixth 
revision dated J une 30, 1967 was approved by the Governor in Council on September 28, 
1967, and by the Lieutenant-Governor in Council on October 11, 1967, on the basis of 
the following estimates: 


Expenditure— 

| Copier e ere BAMA SAN L, oclt nol buy on: $ 230,293,000 

| Lperann mens eMNeeehe Jon. bas suey. pcid ac). cece: 201,612,000 

| $ 431,905,000 
Income— 

' Men een eis Neng ook aod bo idk kv cu cae, 11,000,000 

| SE RMAE OE mr OO ii Bie eld ae sin. $6 woease od dd cee, 136, 134,000 

So he ERA) ES ee 7,396,000 

Estimated market value of permanent assets remaining at close of 

| PAL AO WM WEE tei, hee llc. 66,710,000 


221,240,000 


OR eh MM ON a A 0805 ort joie ipdersearyinsc os ahead aus Rodda $ 210,665,000 


| We understand that the Corporation is preparing a further revised overall plan to 
eflect a more accurate estimate of income and expenditure based on the operating 
‘xperience gained during the Exhibition. 

_ Under the authority of the federal and provincial legislation, $20 million has been 
yaid by Canada, $15 million by Quebec and $5 million by Montreal, to the Corporation 
8 grants for the conduct of its business. The Corporation has since borrowed additional 
unds, with the approval of the Minister of Finance and the Minister of Finance of 
uebee, on the security of notes of the Corporation. These securities were issued at rates 
f interest and subject to terms and conditions approved by the Governor in Council and 
he Lieutenant-Governor in Council and are jointly guaranteed by Canada and Quebec. 
sorrowings by the Corporation pursuant to these arrangements totalled $175,000,000 
t March 31, 1967 and had increased to $202,500,000 at November 30, 1967. These 
dvances have been made by Canada under the authority of parliamentary appropria- 
ons of the Department of Finance. 

| As already noted, the net cost of the Exhibition was estimated at June 30, 1967 at 
211 million. Since the major portion of this cost has been financed by loans from Canada, 
dditional grants will be required to provide the Corporation with the cash resources 
ecessary to repay its indebtedness to Canada. A more precise determination of the size 
f the grants required to be made for this purpose by Canada, Quebec and Montreal will 
ot be available until the Corporation completes its 1967 accounts at December 31, 1967. 
hese accounts will include the operating period of the Exhibition from its opening on 
pril 29 to its closing on October 29. 
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Section 15 of the Act requires the Corporation to submit annually for approval a 
capital and an operating budget to the Minister designated to act as Minister for the 
Exhibition and to the Minister of Finance, as well as to the Minister of Industry and 
Commerce of Quebec and the Minister of Finance of Quebec. The first mentioned Min- 
ister is required to lay the approved capital budget before Parliament. The approved 
1966 capital budget provided for expenditures of $117,622,000 while actual expenditures 
amounted to $129,515,000 resulting in the budget being over-expended by $11,893,000 
without further approval having been obtained. The over-expenditure resulted largely 
from additional claims being received for the Theme Pavilions and Habitat 67. 

Details of capital expenditures for the year and net cumulative totals to December 
31, 1966 are summarized below: 


Cumulative 
to 
December 31, 
1966 1966 
Buildings and special structures.........-- 60sec eee eee eee ees $ 68,703,000 $ 83,992,000 
TT Varad eRbEI. 214 cages oe Dent nae eee Se cae sar Oe eee 18,897,000 24,764,000 
Vis Oc 5 care Sk Bolg Ven ee ee ee 17,115,000 18,859,000 
Landscape development...........: ees e eee e rete ener ee eeees 7,142,000 8,640,000 
TERROR, ooo os eb care eee dey Sv idee Se ree ee ee 4,118,000 9,215,000 
Wonca aud Urideee: odo. sec GREER ied aes es ees 3,911,000 23,193,000 
Construction in progress and materials.............. sees cece 3,801,000 4,553,000 
Parkitr dotay fa, iidv's vo vos Ba ks peed aes a ee a ee ee 3,346,000 3,561,000 
ite We GPR OT 65k ecs esa hae es ie hen Rae oo Re me ee eee 928 , 000 2,675,000 
Temporary construction facilities............. 00 be cece eee ee 595,000 879,000 
Spécial enginéering Studies... i. a i Oe ee eee wae eee 329,000 2,020,000 
Furniture, equipment and leasehold improvements, less deprecia- 

PRE sw kd ew cha oo all On Sas eee COS Ova Pee Oe eee 630 , 000 815,000 


$ 129,515,000 $ 183,166,000 


 - ————— 


For purposes of comparing operating expenditures with the 1966 operating budget 
of $30,283,000, the latter has been adjusted to $35,993,000 to cover commissions on sale 
of admission passports and bonus books originally deducted from revenue in the approvec 
budget and distributors’ advertising and promotion allowance originally included in 196; 
expenditures. The net costs of operations for the year totalled $35,664,000 and are sum: 
marized together with the cumulative totals to December 31, 1966 as follows: 


Cumulative 
to 
December 31, 
1966 1966 
Administration costs— 
Personnel expenses: 
Salaries ie Sachica i ws Glcrat ard Sete otis eRe aa Shae: te ee ee $ 8,874,000 $ 18,818,000 
['ravel expenses and representation fees................... 584,000 1,345,000 
POGUE 02).10k eh kick beech CAbnatiie eck cdf Een 171,000 "306 , 000 a 
OO Ee ae ae irs Ae Sie rome a 123,000 295,000 
UPN ce occ oe betes oe wee a OT. 76,000 . 252 , 000 


9,828,000 . 21,016,000 


| 
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Administrative: 


Telephone and telegraph 
Administration services 


Pe Nees PALE oe Ce eee Se gy «aia es eg ao 
Se Se? AEN NAO NEY ALS Male WY ONS: Sl Se Na, oTOE Kits, ahewe te 
SMS SERA SP © Phlo sesite (se wienere is w shod ee 
ee a a es a eS Lea &) ny/8 6 ve 6 tay Osher ws oh 5G ee 
Sy RAAT OO ie Soe ee Oy ems ie ace ee i 
cee ee 
Pe aR aNd! SURE St) ae aOR ake a 


Wee? a: ie 6. & ee 


PEI SIRS ETOH A TNO OER I SE ae a a an rea 


Legal fees 
Sundries 


SM ge ri ig re eS nt ® | a paer SVT NNER Ste, aye Wy Nas GW ey ete ARMEIE. WG 


“hee Mee dee te eee” “pedthal ov gal «geal aSey Ore o's Vole Male S40 o's of cerns 8 


+ 2, FOS eee 0 ee te Ce 2 gen He 


ee Meet ese Ores SENS Ae MORONS E Ne ts CARE Sy ee, Oe, 


Advertising and publicity costs— 
Consumer advertising 
Information 


Shee Dake” ML ObtEs % Beers SEs LCi GL eye, cis oflele Kix % 
Cadets ee PAT Pe Be eee eesti s Seay e teAnieriens. & Darden "as & aw hot's 
Cie mee ee Ese oie Peake! ar eleteks is ecls vlchide > svkes 
i Metrinlcee eles Temes) Seika s)al Sven) aie. sip GMs 3) 6S, © cous) wimiotta..v cvs’ a. 


Be iis BPR NE 9) ns Seana ea saYon eV eaemiciotats “es sayin) \s se ibe, cocks cad, HR as i 


Operating costs, site services— 
Building and ground maintenance 
Security and protection 
La Ronde 


ee ae ee ee ee ee ee ee 
ee ed Cee OS Sal eer ine Oy 6,40) 6) 616) 98, pata le ao) Sie ac. 
ee ean tne Bent 1 eas Ee Poh he HDive beeen ein Teese die paige kine, Siow sa: Bvdeeig 
PAM OAS, 'S SRA UE ORLA Fe OEM A Fash ol ea Nehs, The) eat 6. 8x Bie’ She ATS 
ie ee Mies eRe Riel Riek SMO ie. de® AeA GF aiXe.0S, 4. Pein, <cuaise: ile? Gres, 
ee ae ee Ae eee Bie Leah a © wale hk, ep6iel. ooh 
ee ns Ne a RS a ee eR Se A ee mB ee 
ees eee, SL" nS Eeear als. Sr ey Melee By Mel sos oo c-woa sl ewe Gt 
ae Ae ee eee eee a eS Ow as ol a.s cate. pol ¢ 
ES ee es PPR LARMCL RAM: chiebaweRshionad Vas, whe teh tel alia ale. edstecely oe 


ee er FAP Raneneg eB ALeme eRe gs RRR aye Tow Solio sts ¢ itis fel oh pe EGA i es 


Commission on sale of admission passports and bonus books..... 


Interest on notes payable 


Po a See ele es eee s ee be ata te. ola deus wl eld be ee 
Re Ree ee ee ae ee Ns Ne eh seg Wb rec whe 
2 tao wae 2 Sia Seis noe Oe Bee Gls bale eee mo 
ee ee eee Neem ee, woe eh WE SPN ws Ss Wak * we B dew do eo 


ee ae Oe ee ek eS eA a ot RR eee e 6 we alec wale poe 


1966 


$ 430,000 
365,000 
341,000 
217,000 
177,000 
112,000 

86 , 000 
83, 000 
73,000 
161,000 


es 


2,045,000 


103 ,000 


517,000 


4,670,000 
2,004,000 
1,151,000 
904,000 
123,000 


8, 852,000 


2,095,000 
1,504,000 
568 , 000 
459 ,000 
316,000 
194,000 
170,000 
167 ,000 
118,000 
101,000 
163,000 


5,855,000 
4,792,000 
3,552,000 


35,544,000 
348 , 000 


35,892,000 
228 , 000 


Cumulative 
to 
December 31, 
1966 


$ 792,000 
672,000 
601,000 

1,054,000 
328,000 
234,000 
172,000 
240,000 
226 ,000 
422,000 


— 


4,741,000 


306 , 000 


_ 


956 , 000 


5,312,000 
2,961,000 
1,151,000 
1,153,000 

546,000 


11,123,000 


_—_—— 


2,276,000 
1,727,000 
631,000 
490 , 000 
316,000 
194,000 
170,000 
167,000 
163,000 
101,000 
163,000 


6,398,000 


4,792,000 


3,746,000 


53,078,000 
852,000 


53,930,000 
364,000 


$ 53,566,000 
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In our 1965 Report we drew to the attention of the House certain expenditures and 
practices which, in our opinion, were inconsistent with those usually followed by other 
Crown corporations and agencies. We also mentioned that these matters had been 
drawn to the attention of the Corporation’s management and the Board of Directors 
who had advised us that the expenditures in question were necessary to the Corporation. 
Our examination of the accounts for the past two years disclosed the continued existence 
of these practices as well as further increases in their cost to the Corporation. Brief 


details are as follows: 


(1) Car renrazs. The Corporation has supplied vehicles to a number of employees and 
senior officers for personal as well as business use with the officers and employees con- 
cerned each reimbursing the Corporation $30 per month for the personal use of the 
vehicles. Initially all vehicles were leased but during the past two years the Corporation 
has used an increasing number of “courtesy” cars from three leading manufacturers 
for which the Corporation was responsible for operating costs only. Management has 
consistently taken the view that, except in a few instances, all cars were “pool” cars. 
From the audit standpoint, the “pool” car concept presupposes a central control over 
all vehicles, as well as trip logs covering vehicle movements and periodical reports on 
mileage covered and service costs. Such procedures have never been adopted, with the 
result that each vehicle tended to be allocated to and used by one officer or employee 
as the case may be. The number of vehicles in use and the operating cost including — 
rental payments, parking costs and gasoline for each of the years 1963 to 1966 are 


as follows: 
1963 1964 1965 1966 
SPT 2 a es ei We ve apr 15 ag 36 36 
CRATE COI 5 a Sauer ee cane) es — _— 16 98 
real wens lees, ) oo as ees oa teas 15 33 52 134 


Onersting ethics 2055 socukeeinn ane $ 2,000 $ 54,000 $ 91,000 $ 171,000 


(2) RELOCATION EXPENSES. In several cases relocation expenses involving substantial moving, | 
hotel and living expenses of newly-appointed senior officers and employees over 
extended periods would not have qualified for payment under the regulations laid — 
down by the federal or provincial Treasury Boards. From the inception of the Corpora- 
tion to December 31, 1966, approximately $150,000 has been spent on removal expenses | 
for newly-appointed employees. Six cases involved expenditures in excess of $4,000) 
each and, in one instance during 1966, $5,000 was paid for the shipment by air express 
of the employee’s effects from overseas. 


(3) SPECIAL INSURANCE PoLIcy. Under this policy the Corporation continues to pay the 
cost of insuring the lives of a number of its senior employees. In all cases the coverage | 
is $100,000 and the estates of the employees are the beneficiaries under the policies. © 
The cost of this insurance to the Corporation was $1,000 for 12 officers in 1963; 


$3,000 for 48 officers and employees in 1964; $4,000 for 65 officers and employees in 
1965; and $6,000 for 92 officers and employees in 1966. 


(4) PLAN oF ORGANIZATION. The Corporation’s approved plan of organization shows the 


number of officers and employees required, the proposed classes of positions and the’ 
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salary range for each class established with the approval of the federal and provincial 

Treasury Boards and the Public Service Commission of Canada. In numerous instances 

since the inception of the Corporation initial appointments have been made at salary 
) rates higher than the established minimum and in others maximum rates were paid 

either immediately or within six months after appointment. A number of senior em- 

ployees in receipt of salaries of $10,000 per annum or more had received increases 
| ranging from 10% to 50%, and in six cases more than 50%, three being in 1964, 
| one in 1965, and two in 1966—one of which was 92%. 


In our 1966 Report (paragraph 194) we referred to an authorized expenditure 
of $2,175,000 for sewage disposal units. On August 1, 1965 the Corporation entered into 
an agreement with the City of Montreal whereby the Corporation would construct the 
units, the ownership of which would be vested in the City, with the latter reimbursing 
the Corporation for the total cost of construction, The agreement further provided that 
the Corporation would pay all operating expenses and a rental for the use of the units 
equal to 60% of the cost. In determining the construction cost of the units to be billed 
to the City, the Corporation has included $295,000 representing the cost of lift stations. 
As at December 31, 1966, this amount had not been paid by the City because it 
sonsidered that the lift stations were not contemplated in the work covered by the 
sontract. This question had not been resolved at the time of our examination. We 
rave drawn to the attention of Corporation management that correspondence between the 
Jorporation and the City indicates that the City will receive a rebate of federal sales tax 
yaid by the Corporation on the units. We have been assured that the actual rebate, 
oresently estimated at $100,000, will be applied against the cost in determining the rental 
yayable by the Corporation for these units. 

t Section 13 of the Act requires the Corporation to maintain accounts in chartered 
anks designated by the federal Minister of Finance and approved by the Minister of 
Ninance of Quebec. Early in 1963 two chartered banks were designated as bankers for 
he Corporation. In October 1966, however, the Corporation, with the approval of the 
r0vernor in Council, entered into contracts for banking services with another chartered 
ank and a financial institution which is not a chartered bank. In our opinion, the agree- 
rents made at that time were ultra vires the Corporation since the chartered bank was 
ot “designated by the Minister of Finance with the approval of the Minister of Finance 
f Quebec” as required by the Act and the financial institution, not being a chartered 
ank, did not qualify for designation. (See paragraph 62 of this Report.) 
| A number of other matters noted during our 1965 and 1966 examinations were 
rought to the attention of the Corporation’s management and Board of Directors with 
1e Suggestion that prompt action be taken to deal with them before the Exhibition 
dened on April 29, 1967. These included: 
| (1) certain aspects of the Corporation’s internal financial control that required improvement 
and certain important decisions that had to be taken prior to the opening of the 
Exhibition with respect to the procedures to be followed during the Exhibition for the 
handling of the substantial amounts of cash and the recording of revenues from admis- 
sion passports, tickets, parking fees and other sources; 
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(2) a number of the procedures followed in connection with capital construction which 


materially weakened financial control including: 
effecting amendments to contracts subsequent to the work having been completed 
in whole or in part without prior ascertainment of the additional costs involved; 


making a substantial number of progress payments to contractors without complete 


verification; and 
renegotiating bid prices with the lowest tenderer for modified programs without the 


benefit of competitive bidding; 


(3) the need to develop adequate and more effective capital asset records (e.g. plant ledger) 
which would indicate the location, type and cost of fixed assets. 


227. Canadian Dairy Commission. This Commission, established by the Canadian 
Dairy Commission Act, 1966-67, c.34 (proclaimed in force October 31, 1966) consists of 
a chairman and two members appointed by the Governor in Council. The objects of the 
Commission are to provide efficient producers of milk and cream with the opportunity of 
obtaining a fair return for their labour and investment and to provide consumers of dairy 
products with a continuous and adequate supply of dairy products of high quality. 

The Act directs the establishment of the Canadian Dairy Commission Account as & 
special account in the Consolidated Revenue Fund to which all moneys received are 
to be credited and all expenditures, except for administration expenses, are to be charged. 
Administration expenses are to be paid out of moneys appropriated by Parliament for 
the purpose. 

During the five-month period ended March 31, 1967 the Commission, financed by a 
loan of $1,013,000 from the Minister of Finance, purchased 2,239,000 pounds and sold 
1,675,000 pounds of New Zealand butter. With sales income totalling $1,031,000 and costs 
amounting to $823,000 a net trading profit of $208,000 resulted. An inventory of 564,000 
pounds of butter at a cost value of $265,000 was held at the year-end. Administration 
expense for the period amounting to $38,000 was charged to Department of Agriculture 
Vote 65g. 

The Governor in Council, by Order in Council P.C. 1966-2287 of December 9, 1966, 


added the Canadian Dairy Commission to Schedule C of the Financial Administration _ 
Act. Subsequently, pursuant to section 77 of the Financial Administration Act, on | 


the recommendation of the Minister of Agriculture, the Governor in Council by Order in 


Council P.C. 1967-901 of May 11, 1967 designated a firm of chartered accountants as 


auditors of the Commission. 


Under section 67 of the Financial Administration Act, the Auditor General is directed - 


to examine the accounts relating to the Consolidated Revenue Fund and under section 70 


to report annually to the House of Commons the results of his examination. It follows, * 


therefore, that during the course of our examination of the accounts relating to the Con- 


solidated Revenue Fund we have examined and must continue to examine the trans | 


actions relating to the Canadian Dairy Commission Account. 
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228. Canadian Film Development Corporation. This Corporation was established 
by the Canadian Film Development Corporation Act, 1966-67, ¢.78, and consists of the 
Government Film Commissioner and six other members appointed by the Governor in 


Council. The objects of the Corporation are to foster and promote the development of 
a feature film industry in Canada. 
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| The Corporation did not have any financial transactions during the year and as a 
consequence no financial statements were prepared. 

| 229. Canadian Livestock Feed Board. This Board was established in November 1966 
by the Livestock Feed Assistance Act, 1966-67, ¢.52, and consists of from three to five 
members appointed by the Governor in Council. The objects of the Board are to ensure: 
the availability of feed grain to meet the needs of livestock feeders; the availability of 
adequate storage space for feed grain in Eastern Canada; and reasonable stability in, 
and fair equalization of, the price of feed grain in Kastern Canada and British Columbia. 
| The Board did not have any financial transactions during the year and as a conse- 
quence no financial statements were prepared. 

| 

| 230. Canadian National (West Indies) Steamships, Limited. The operations of this 
Company ceased in 1958 on the sale of its fleet of eight vessels to Cuban interests. 


| The Crown’s equity in the Company at December 31, 1966 amounted to $553,000 
represented by cash, $97,000, and a final instalment of $470,000 due under the agreement 
df sale, less a liability of $14,000 in respect of unclaimed matured bonds. During 


the year the Company earned bank interest of $2,800 and disbursed $135 for legal and 
other expenses. 


_ The balance due under the agreement of sale represents the final instalment 
lue August 19, 1963 under terms of a letter of credit confirmed by the Bank of 
America. Payment has continued to be prohibited by the Cuban Assets Control] Regula- 
ions of the United States of America dated July 8, 1963, despite efforts of management 
0 obtain release of the funds. 


__ As the only remaining function of the Company is the collection of this final instal- 
nent under the agreement of sale, consideration should be given to the transfer of this 
ecount to the Crown and the surrender of the Company’s charter. 

| 231. Canadian Overseas Telecommunication Corporation. This Corporation was 
onstituted in 1949 by the Canadian Overseas Telecommunication Corporation Act, 
L.8., ¢.42, to establish, maintain and operate external telecommunication services gen- 


rally and to co-ordinate Canada’s external telecommunication services with those of 
ther nations, 


: 


_ The South-East Asia Cable System linking Australia, New Guinea, Malaysia, Singa- 
ore, Hong Kong and Guam was opened for service on March 30, 1967. In 1964 the 
Orporation made its initial capital contribution as a participant in the establishment 
‘a global commercial communications satellite system which is now being developed. 
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Facilities of the Department of Transport are being used on a temporary basis in con- 
nection with this system pending construction of the Corporation’s own ground station 


for which a contract is soon to be awarded. 


The Crown’s equity in the Corporation was $69,020,000 at M 
crease of $1,398,000 over the previous year, comprising advances 


surplus of $19,246,000. 


The Corporation did not require any advances for capl 
and repaid $2,748,000 on advances received in prior years. Capital additions amounted to 
$7,593,000 and at March 31, 1967 the estimated cost of completing approved capital 
projects was $34,301,000 of which $17,073,000 relates to the year ending March 31, 1968. 


The following is a summary of income and expense of the Corporation for the past 
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tal purposes during the year 


arch 31, 1967, an in- 
of $49,774,000 and a 


two years: 
Year ended March 31 
1967 1966 
Income— 
Telegraph, telephone, telex, circuit rentals, etc..........++++-+:- $ 21,213,000 $ 17,967,000 
Expense— 
Salaries, wages and employee benefits...........02 eee scence 5,070,000 4,258 ,000 
TIGITOCIRESOD «ci vis wets a ov ese 0 eee 4 Re ews ae ee ay eis 5, 283,000 4,828,000 
Rantal of Gireditspete.cs [yk VIN AE Uk pr ee oe 2,279,000 2,178,000 
Tritech ilk ce cca ade Oe POO. Bion ere eed A aoa eee 2,357,000 2,524,000 
Maintenance and repairs—plant and equipment.............--: 1,142,000 981,000 
Cr ee Sees Oe SAO A ed RA ware WO Mra Pe 8 dee os 699 ,000 931,000 
16,830,000 15,700,000 
Estimated amount recoverable from Commonwealth Network... 2,697,000 2,834,000 
14,133,000 12,866,000 
Profi, belare moonie tases: 6 teed Wah ktede as Me a a ae 7,080,000 5,101,000 
Provision tet tnesteé tars, 45. ui viru © ioe Hee and oe eee 3,530 , 000 2,540,000 
PUGy ers etc buns vue hela Noe © RO a ale ees Cn ee $ 3,550,000 $ 2,561,000 os 


Income increased by $3,246,000 or 18% during the year compared with a 17% 
increase in the previous year. The increased revenue was due largely to a heavier volume 
of telephone traffic and to increased telex revenue and circuit rentals. Expenses increase@ 
by $1,130,000 or 7% while the estimated amount recoverable from the Commonwealtl 
Network was $137,000 less than in the previous year. 


232. Canadian Patents and Development Limited. Section 17 of the Nationa 
Research Council Act, R.S., ¢.239, provides for the incorporation of one or more com) 
panies by the National Research Council of Canada for the purpose of exercising certail 
of the powers conferred upon the Council. Under this authority Canadian Patents ane 
Development Limited was incorporated in 1947 under the Canada Corporations Act, RS 
c.53, for the purpose of making available to industry, through licensing arrangements, th 


4 


| 
| 
| 


t 


; 
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inventions and new processes developed by the Council. The services of the Company, 


which is located in Ottawa, are also available to government departments, publicly sup- 
ported institutions and universities. 


At March 31, 1967 the Crown’s equity in the Company was $1,291,000, comprising 


capital stock of $296,000 and surplus of $995,000. 


The following is a summary of the results of the Company’s operations for the past 


_ two years: 
| i Year ended March 31 
1967 1966 
Income— 
Royalties, licensing RR ES ad. cute res a OT $ 393,000 $ 350,000 
Less: Costs of licensing rights and related technical assistance, etc... . 44,000 51,000 
349,000 299 , 000 
2s UT Seog ke. he a aa le eA ie aie hac 72,000 70,000 
421,000 369,000 
Expense— 
Promotion and development, including $70,000 prepaid promotion and 
development expense written off.................................. 143,000 51,000 
OU BIE cs OM EMR... ss... meynioane | 140,000 91,000 
Patent attorneys’ fees and other PRM HORS, 5 ys cht a isvw cece, 78 , 000 85,000 
rian vemeneM L028. Ho MA Ton 2. cacraoiiupiiinn dyn 9 20,000 15,000 
Services provided by National Research Council of Canada............ 20,000 20,000 
STN 24) OU Rr 16,000 6,000 
417,000 268 ,000 
EL ane aie ee $ 4,000 $ 101,000 


The increased income from royalties, licensing fees, etc., is largely attributable to four 


. . . . o> ° > 
icensing agreements covering preparations, compositions, processes and other inventions, 
vhile there was a substantial reduction in royalties received on two other inventions. 


Che decrease in the cost of licensing rights and related technical assistance was mainly 
lue to a decrease in royalty proceeds required to be remitted to a British Crown corpora- 


lon, offset in part by an increase in royalties payable under an agreement with a 
Miversity. 


The increased cost of promotion and development, apart from prepaid promotion 


nd development expense written off, resulted from an increase in expenditure for work 
ompleted during the year under the Company’s development program. 


The increase in salaries resulted from an increase in staff and a general salary revi- 


on, while the decrease in the cost of patent attorneys’ fees and other patenting costs 
s largely attributable to an increase in the number of patent officers on the Company’s 
aff. This resulted in an increase in the patent applications filed directly by the 
ompany. 
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The increase in the amount of awards to inventors resulted from the increased 
income from royalties and from an increase in the proportion of royalties which are sub- 
ject to the higher rates at which awards may be computed. The increase in other expenses 
is chiefly accounted for by an increase in legal fees, office supplies and travel. 

233. Centennial Commission. The Centennial Commission was established by the 
Centennial of Canadian Confederation Act, 1960-61, ¢.60, to promote interest in, and to 
plan and implement programs and projects relating to the Centennial of Confederation 
‘vn Canada. The Commission consists of a commissioner, an associate commissioner and 
twelve directors, all appointed by the Governor in Council. 

The following is a summary of expenses for the past two years and the cumulative 
ficures since the establishment of the Commission: 


Cumulative 
Year ended March 31 to 
oe oS a March 31, 
1967 1966 1967 
Programs and projects of national significance. ..$ 12,519,000 $ 7,592,000 $ 24,319,000 
Grants to provinces for approved projects of a 
lasting NAGS) + dette sk 29 eee RE ee 18,840,000 4,469,000 24, 285,000 
Administration expense— 
Salaries and employee benefits............... 1,522,000 808 , 000 3,105,000 
Exhibits, displays and films.............-.... 1,484,000 250 , 000 1,783 ,000 
Professional and special services............-. 864,000 318,000 1,316,000 
eRWGl.. <a MaE Ls s taba cee acter eee a 212,000 134,000 453 ,000 
Informational programs and publications...... 187,000 86 , 000 299 ,000 
Stationery, supplies and office equipment...... 149,000 82,000 279,000 
A PeIIOOR EIT age. koe ache be ee ee eee 95,000 78,000 235,000 
AS Pee Pe are hy ee ne eer Se 370,000 147,000 648 , 000 
4,883,000 1,903,000 8,118,000 
TATE EN EVOTBE le oa hd ig GR. os ue kG & is Sar $ 36,242,000 $ 13,964,000 $ 56,722,000 
Total expense provided for by— 
Parliamentary appropriations............... ’.$ 36,076,000 $ 13,874,000 $ 56,391,000 
Government departments which provided major 
services without charge............ 166,000 90 , 000 331,000 
$ 36,242,000 $ 13,964,000 $ 56,722,000 


The main expenditures on “Programs and projects of national significance” mm 
1966-67 were incurred in respect of: Confederation Train and Caravans, $5,395,000; Per- 
forming Arts, $1,848,000; Youth Travel, $981,000; Promotion of Centennial Abroad, 
$677,000; Centennial Athletics, $630,000; and National Centennial Guide, $320,000. 

Section 10 of the Act directs that there shall be a special account in the Consolidated 
Revenue Fund to be known as the Centennial of Confederation Fund to which shall be 
credited amounts appropriated by Parliament for purposes of the Fund. At the end ol 
the previous year a balance of $10,555,000 was held by the Minister of Finance at credit 
of the Fund, $13,000,000 was added during the year and grants to the provinces fol 


approved projects amounted to $18,840,000. A balance of $4,715,000 remained in the Func 
at March 31, 1967. 


_ 
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As 1966-67 included the first three months of the Centennial year, the activity of the 
~Commission increased considerably, the staff at March 31, 1967 being 342 compared with 
(125 at the previous year-end, Administration expense increased from $1,903,000 in 
| 1965-66 to $4,883,000 in 1966-67 with major increases being recorded in: exhibits, dis- 
plays and films, $1,234,000; salaries and employee benefits, $714,000 ; professional and 
special services, $546,000; and informational programs and publications, $101,000, 


| 234. The Company of Young Canadians, The Company of Young Canadians Act, 
1966-67, c.36, assented to July 11, 1966, established The Company of Young Canadians 
consisting of a Council composed of fifteen members, ten of whom are to be elected by 
volunteer-members of the Company and five to be appointed by the Governor in 
Council. The objects of the Company are to support, encourage and develop programs 
for social, economic and community development in Canada or abroad through voluntary 
service. There were 68 volunteers on strength and 18 in training on March ol, 1967. 

| Initially, “a pilot program, undertaken by volunteers, to advance social and eco- 
nomic development in community affairs” was administered by an interim executive 
director and staff under contract to the Office of the Privy Council. Subsequently, a pro- 
visional council and an executive director were appointed and took over the administra- 
‘ion of the pilot program. 

No funds were paid to the Company for the year ended March 31, 1967, Parliament 
laving provided for the pilot program in Privy Council Vote 10. The following table 
hows the expense of the pilot program for the year ended March 31, 1967: 


Administration and field staff salaries 


PAE PR VPP S AM oe aL Okt t $ 318,000 
Travel: 
ie is ca ces oes ys ss wp os aan vee lS 88 ,000 
| Ree ere nee ee, MAIG ONL LOBED 34,000 
| RR OOUNEM gay ed 4 anc s oh ae) gene secltbe ’ 21,000 
ESS EES OES Seay ae eS 12,000 
155,000 
ee eee olunbecrs Heh) Wy aglie Wy. eheovexcs day voite. Dee ch ode. 67,000 
ee 72,000 
| Volunteers’ personal, living and other allowances............................... 110,000 
Professional and Marcoepecialwervires, OL .Oeslotee bre. orubond. surat 38,000 
| a ha eso ks ss 62 seat n a 26,000 
Stationery, supplies and equipment.....................---0ceeeee cece, 26 ,000 
| mee NO POP AOR os oy se code cee ee se sevcecesnetee.. cca... 24,000 
| MME BL) THIET yo oboe aden dcieevicecdscccvise ee. 23 ,000 
Research and feasibility studies..... 0.000. oo cee ccc cece cc ccec cece. 13 ,000 
| spp ean ie pale aetna a late ied 9,000 
| (iyi li li ll i a lll 5,000 
| ies cn 2, A Oe PE JON Le BVT dt Wet ola 8,000 
) RR re ee esos cc en ens. cs agasg eee $ 894,000 
Total expense provided for by— 
ESS ESSN ESTES A Ne ae, $ 854,000 


' 
| Government departments which provided major services without charge........ 40 ,000 
| 


$ 894,000 
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Invoices totalling more than $12,000 remained unpaid at March 31, 1967 and are 


not included in the expenditures for the year. 

Our examination of the transactions for the year was performed under the provisions 
of section 67 of the Financial Administration Act. By Order in Council P.C. 1967-745 of 
April 18, 1967 a firm of chartered accountants was appointed auditor of the Company 


effective April 1, 1967. 


235. Cornwall International Bridge Company Limited. The shares of this Company 
are owned equally by The St. Lawrence Seaway Authority and the Saint Lawrence Sea- 
way Development Corporation (a United States Government corporation). 

The equity of the Seaway entities in the Company at September 30, 1966 consisted 
of capital stock of $50,000 less a deficit of $10,000. 

The Company has been in process of winding up since July 3, 1962, when it ceased 
to operate the toll bridge system across the St. Lawrence River between Cornwall, Ont., 
and Rooseveltown, N.Y. The toll bridge system is now operated by The Seaway Inter- 
national Bridge Corporation, Ltd., a subsidiary of The St. Lawrence Seaway Authority. 
The Company’s one remaining capital asset, 17.6 acres of land located in the State ol 
New York, was disposed of in the autumn of 1966. Consequently, application has beer 
made to the Registrar General for surrender of its charter. 


236. Crown Assets Disposal Corporation. This Corporation was established in 1944 
by the Surplus Crown Assets Act, R.S., ¢.260. With certain specified exceptions, the 
Corporation is responsible for the disposal of the surplus assets of all government depart 
ments and most of the Crown corporations and agencies. The Corporation has entere¢ 
into agreements with Britain and the United States whereby it also disposes of surplu: 
property held by them in Canada. The head office of the Corporation is in Ottawa, witl 
sales offices in a number of cities across Canada. 

As has been the case for a number of years, the Corporation was authorized for thi 
1966-67 year to retain 4% of the net proceeds of sales of lands and buildings and 10% o 
the net proceeds of all other sales to meet its administrative and other expenses. A sum 
mary of the Corporation’s income and expense for the year together with comparabl 
figures for the preceding year follows: 

Year ended March 31 


1967 1966 


Income— 
Portion retainable by the Corporation from net sales and other in- 
DOOM OAENE: 5 ose ca dds Vas Meee erent akan ys aaa eee $ 1,918,000 $ 1,308,000 


Expense— 


Salaries LTE SE ER OR PORE PEE Le oe: 659, 000 577 ,000 
PROLOGUE SMEDMNTEN 5. |; 2 A hae as ee Sete i a. eat ee 57,000 54,000 
Rent ee See eee Tier re) eer er eee Ty 57,000 56,000 
Printing, stationery and office supplies........................ 37,000 38,000 
Telephones, telegrams and postage............... 34,000 31 000 
Re 8a oc es eo ee ae 

Data processing................................ NOLS Ke pig: Be 
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Year ended March 31 
A A aa a tale 


i 1967 1966 
Office furniture and equipment............................... $ 14,000 $ 13,000 
SON AE MUVATIINE TIE fsb Lica Toes he ek 5,000 6,000 
PRMRsviben-oodtienete db abcasicces fs. sikeis Geen dd, coe 1,000 2,000 
900 , 000 797,000 
Excess of ineome over expense................................§ 1,018,000 $ 511,000 


The $610,000 increase in income was due mainly to a larger volume of sales of sur- 
plus defence property and equipment. A major portion of the $103,000 increase in expense 
| resulted from a general salary revision and the increased cost of data processing which 
reflects the first full year’s use of rented electronic accounting equipment installed in 


February 1966. 

| Pursuant to section 81(3) of the Financial Administration Act, the Corporation was 
directed to pay to the Receiver General, as of March 31, 1959 and from time to time 
thereafter, but at intervals of not longer than six months, all of its surplus in excess of 
$100,000. Consequently, the $1,018,000 excess of income over expense for the year was 
paid to the Receiver General, leaving the surplus unchanged at $100,000. 

'™ The equity of the Crown in the Corporation’s Agency Account at March 31, 1967 
was $7,298,000 compared with $5,014,000 at the end of the preceding year, and was largely 


represented by amounts totalling $6,500,000 receivable under long-term interest-bearing 


sales agreements. 


| _ The transactions in the Agency Account during the year, compared with the preced- 


ng year, are summarized as follows: 


Year ended March 31 


1967 1966 
: Sales made on behalf of— = ae ae 
yo $ 24,952,000 $ 15,374,000 
Te od) ul ea es 706 , 000 788 , 000 
) ce ety SERS Tl 204,000 207 ,000 
| 25, 862,000 16,369,000 
Less: Direct costs relating to sales.............................. 36,000 43 ,000 
25, 826,000 16,326,000 
Deduct: —— 
Portion retainable by the Corporation from net sales and other 
penne SePOGNL ATT 2... uss. melvin. erblawdej wis how & 1,918,000 1,308,000 
Additional provision for doubtful accounts..................... — 4,000 
Remittances to the Receiver ES 20, 990 , 000 14,832,000 


PUMMONUIABTNOMM. TE3i).................%................. 617 ,000 714,000 


23,525,000 16,858 ,000 
Increase (decrease) in equity— 


ER OES a cr 2, 284,000 (526,000 ) 
meruetaninilevicladicliniis . wleinin2i OY) ol So. oe. 17,000 ( 6,000) 


$ 2,301,000 $ (532,000) 
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The increase of $9,496,000 in sales represents an increase of $5,685,000 in sales of 
lands and buildings and a net increase of $3,811,000 in other sales. Five exceptionally 
large sales totalling $9,375,000 were completed during the year; there were no sales 
involving comparable amounts in the preceding year. 

In its Seventh Report 1964-65 the Public Accounts Committee recommended that 
the sales and inspection procedures of the Corporation be revised with a view to improv- 
ing sales techniques. In our 1966 Report (paragraph 200) we mentioned that the Corpo- 
ration had reorganized its Commodity Sales Division and merged the former Supply 
Division into the Commodity Sales Division to integrate and improve inspection and 
sales procedures. During the year the Corporation carried out a study of its organization 
and marketing methods with the object of improving inspection and market analyses. 


237. Defence Construction (1951) Limited. This Company was incorporated in 1951 
under the Canada Corporations Act, R.S., ¢.53, pursuant to the authority in section 7 of 
the Defence Production Act, R.S., ¢.62. 

The Company is responsible for awarding and supervising contracts for defence 
construction projects and it may also assist civilian agencies of the Government. Funds 
to finance projects are provided by the departments concerned, or by the United States 
Government for defence projects in Canada undertaken on its behalf. Expenditures on 
defence construction projects approved by the Company for payment by the Depart- 
ment of National Defence and by the United States Government increased by $3.7 
million from $26.2 million in 1965-66 to $29.9 million in 1966-67. 

Funds to cover the Company’s net expense were provided by Department ol 
National Defence Vote 55. The following is a summary of expense and income for the 
past two years: 

Year ended March 31 


— 


1967 1966 
Expense— 
Galaviae andl living allowances: oo. iio kegs uae ncevad ah oes eee: $ 3,265,000 $ 2,996,000 
PAMOMI PR AMOR: Rents ie 2 Yarns sinis che nba A ee 4 ats 240 ,000 219,000 | 
Revert MPIC TOMAS Oe es ae cre ok oe vw fea emcainteas Sie tae 186 ,000 155,000 | 
EEE or Oe eS he ee 278,000 268 , 000 | 
3,969,000 3,638,000 
Income— 
Reimbursement for engineering and administrative services...... 1,776,000 1,674,000 
6h i ee ee oh er 1,000 1,000 
oe’ —__ : 
1,777,000 1,675,000 | 
tt eS ee ea Oe Puen eine. lt pa) Seana ee ROL « oe $ 2,192,000 $ 1,963,000 | 
Seeeeen eA AS atrial | 


The increase in net expense of $229,000 is mainly attributable to increased salar) 
rates resulting in higher salary costs of $269,000, the recoverable portion amounting ti 
$102,000 being reflected in income. 


| 
| 
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the Royal Commission on Government 
y organization be established under the 
nal Defence and that the functions of 


As the volume of defence construction is n 


was and no significant increase is forecast in the 
taken at the request of the Treasury Board to d 


present corporate structure. 
| 


ow only one-tenth of what it formerly 
next five years, a review is being under- 
etermine the desirability of retaining the 


238. Eldorado Aviation Limited. This Company was incorporated in 1953 under the 


Canada Corporations Act, R.S., ¢.53, and is a wholly-owned subsidiary of Eldorado Min- 


ng and Refining Limited. Operating from headquarters in Edmonton, it provides air 
Bre portation services for its parent company and Northern Transportation Company 
Limited, another wholly-owned subsidiary of Eldorado Mining and Refining Limited. 
oc two companies share the cost of operations of Eldorado Aviation Limited on a 
cost per ton-mile’’ basis. 

The equity of Eldorado Mining and Refining Limited in the Company at December 
iL, 1966 comprised capital stock of $28,000 and surplus of $228,000. 


| The following is a comparative Summary of the net expense of the Company for the 
a two years: 


| Year ended December ;}] 
| al ORR ee ha a oh 0! Se 


1966 1965 
| Salaries, wages and employee PeDCaR MRS APD. ye tea, ee 243 ,000 $ 237,000 
ee WE DAA LOO we? ones lae bun crue.) 164,000 134,000 
Steps eee, aie ie cialis 130,000 108,000 
en aerate ee ter Sep a OBI IT 49,000 50,000 
ee ee UID LOOT. wien abhor. baw, bes 29,000 51,000 
BN NE a Bil E ohh. bce cred™). eel, on 38,1... 4 26,000 23,000 
re Nees sets iene TENE 29,000 30,000 
670,000 633 , 000 
pet. Miseellancous income.........0............................. 73,000 54,000 


ee ee eS ee. $ 597,000 $ 579,000 


The decrease in the charge for depreciation was due to the calculation of the pro- 
sion on the diminishing net book value of the capital assets and to the reduction in the 
te used for depreciation of aircraft from 40% in 1965 to 30% in 1966. The increases in 
her classifications of expense are mainly attributable to increased ton-miles flown in 
66 on freight and passenger flights. 


} 
. 


The net expense for the year was recovered by the Company from Eldorado Mining 
d Refining Limited and from Northern Transportation Company Limited in the 


lounts of $462,000 and $135,000 respectively. 
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239. Eldorado Mining and Refining Limited. This Company was incorporated in 
1945 under the Canada Corporations Act, R.S., ¢.58, following expropriation in 1944 of 
the shares of a privately-owned company. The principal functions of the Company are 
to produce, refine, procure and sell uranium and allied products. The head office of the 
Company and the Research and Development Division are in Ottawa, the Beaverlodge 
mine is near Uranium City, Sask., and the refinery and administrative offices are in 
Port Hope, Ont. 

The equity of the Crown in the Company at December 31, 1966 amounted to 
$51,763,000, comprising capital stock of $6,586,000 and surplus of $45,177,000. A divi- 
dend of $1,000,000 was paid in December 1966. | 

In 1962 the Company contracted to sell to the United Kingdom Atomic Energy 
Authority 24,000,000 pounds of uranium concentrates between the years 1962 and 1971. 
At the same time, the Company contracted to purchase 20,917,000 pounds of uranium 
concentrates from six producers, leaving a balance of 3,083,000 pounds to be supplied 
from the Company’s own mine. The sales contract provides for the deferment of payment 
on 4,800,000 pounds delivered in 1962 to 1966 until the later years of the contract period. 
The amount of $25,719,000 thus deferred 1s recoverable in equal annual instalments 
during the years 1971 to 1973. 

All costs and expenses in connection with the procurement of concentrates from other 
producers are recovered and, in addition, charges (amounting to $55,000 in 1966) are 
made by the Company for administering and financing the program. Up to the end of 
the previous year, sales of concentrates procured from other producers exceeded costs 
and expenses by $1,169,000. During the year the excess of costs and expenses over sales 
amounted to $38,000 leaving a balance of $1,131,000 to be offset against deliveries in 
future years when costs of procurement will exceed the amount of the sales. 

The Governor in Council granted authority in 1963 and 1965 for the entry into con- 
tracts between Her Majesty the Queen in right of Canada, represented by Eldorade 
Mining and Refining Limited, and certain other uranium producers for the purchase o! 
uranium concentrates for stockpiling by Canada. At December 31, 1966 the Company 
was the custodian of uranium concentrates thus acquired at a total cost of $50,639,000 
Funds for the acquisition of these concentrates were provided by parliamentary appro: 
priations and accordingly their cost was not included in the accounts of the Company 


The following is a summary of income and expense for the past two years: 


Year ended December 31 


1966 1965 

Income— 

Sales of uranium concentrates, uranium metal and related products, 

and revenue from refining services............... 00.0 ceeuees $ 14,297,000 $ 16,388,000 4 

Expense— 

Cost of products and services sold............... cece ce ceccees 12,505,000 13,160,000 | 

PUNE GRU UNDO cea orc cha nd oc kta di Gs acs "692,000 1 "628,000 | 

Devireciation ccc e ccc seslescdeedecscesocdtidtaeeey, O00 670 000 ; 665, 000 

rus say eee RS we ) ] 


ae tS 
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Year ended December 31 
1966 1965 


Re Dp as He reais + » beet vais Billo aces eam olonse nmwd obece $ 406 ,000 $ 58 , 000 
TT Teey rey ee 922,000 996 ,000 


15,195,000 16,507,000 


RR, 


Piet loss drom operations. «oo. iess.a snes oe siee choad, .cn.. 898 ,000 119,000 


Other income— 


Income arising from the financing of ore procurement program... 23 ,000 907 ,000 
Interest and other non-operating income (net).................. 1,051,000 638 , 000 


1,074,000 1,545,000 


1 SEE EET PL Te Oa $ 


176,000 $ 1,426,000 


Sales of uranium concentrates totalled 1,988,000 pounds in 1966, compared with 
2,080,000 pounds in 1965, a decrease of only 92,000 pounds. However, revenue from sales 
decreased by $3,723,000 since almost all deliveries in 1966 were under a contract at a 
price of $5.37 per pound whereas about 407% of the 1965 deliveries were sold under con- 
tracts at $10 per pound plus allowances for escalation of labour and other costs amount- 
ing to 36 cents per pound. Income from refining services and sales of special products 
gags by $1,632,000 in 1966, of which the most significant portion, $845,000, resulted 


from the refining, assaying, handling and warehousing of concentrates procured for the 
Canada stockpile. 
; 


; 


The decrease of $655,000 in cost of products and services sold was due to the diminu- 
tion in sales of uranium concentrates and to the fact that approximately 40% of the 1965 
sales were produced in 1964 at higher production costs. These reductions, which totalled 


$1,996,000, were offset in part by increases of $1,341,000 in refinery operating costs, as a 
esult of the increased activities at the refinery. 
| The decrease of $936,000 in scientific research expense was due largely to the curtail- 
nent of the development program for the recovery of cobalt-nickel and zirconium. 
dxploration expense amounting to $406,000 related mainly to surface evaluation of a 
roup of claims in the vicinity of the mine at Beaverlodge. 
The decrease of $884,000 in income arising from the ore procurement program was the 
esult of the decrease from 2,259,000 pounds in 1965 to 93,000 pounds in 1966 in procure- 
nent of uranium concentrates from other producers under the 24,000,000 pound contract 
vith the United Kingdom Atomic Energy Authority. The increase of $413,000 in interest 
nd other non-operating income was due mainly to larger sums being on deposit with the 
teceiver General and the Company’s bankers throughout the year. 

~ No provision for income tax has been required for the past two years, the Company 


aving no taxable income because of amounts claimed as allowances for scientific re- 
2arch, capital cost and depletion. 


168 AUDITOR GENERAL’S REPORT. 1966-67 


240. Export Credits Insurance Corporation. This Corporation was established in 
1944 by the Export Credits Insurance Act, R.S., ¢.105, to provide insurance to Canadian 
exporters against the risk of non-payment by foreign buyers. The Corporation, which 
has its head office in Ottawa and branches in Montreal, Toronto and Vancouver, 1s in- 
tended to operate on a self-sustaining basis from premiums charged on contracts of 
‘nsurance. However, section 21 of the Act provides that, where the Corporation is of the 
opinion that a proposed contract of insurance will impose upon it a liability for a term 
or in an amount in excess of that which the Corporation would normally undertake, the 
Governor in Council may authorize the Corporation to enter into the proposed contract. 
In the event of a loss under this section (there has been none) the moneys required to 
discharge the liability would be paid from unappropriated moneys in the Consolidated 
Revenue Fund up to a limit of $600 million. 

In order to further promote Canadian exports, an amendment to the Act in 1959 
introduced section 21A which permits the Corporation, with the authority of the Gov- 
ernor in Council, to provide long-term financing for export sales of capital goods and 
services. Funds for this purpose are provided out of the Consolidated Revenue Fund up 
to a limit of $500 million. 

The Crown’s equity in the Corporation at December 31, 1966 was $171,891,000 con- 
sisting of share capital of $5,000,000, capital surplus of $5,000,000, an underwriting | 
reserve of $6,000,000 and earned surplus of $4,711,000, together with advances and 
accrued interest totalling $151,180,000 in respect of long-term financing of sales agree- 
ments under section 21A of the Act. 


Export sales insured by the Corporation on its own account during 1966 totalled 
$155,000,000 on which premiums of $694,000 were earned. Export sales insured under > 
section 21 of the Act totalled $52,000,000 and premiums amounted to $589,000, of which, - 
on the basis authorized by the Minister of Trade and Commerce, $442,000 was remitted | 
to the Receiver General and $147,000 was retained by the Corporation. At December 3], | 
1966 the liability of the Corporation for contracts of insurance totalled $455,000,000 of 
which $141,000,000 was for contracts of insurance entered into on its own account and 
$314,000,000 was for contracts entered into under section 21 of the Act. 


At December 31, 1966, after six years of operation in the field of direct long-term 
financing of export sales under section 21A of the Act, the Corporation had agreements | 
totalling $292,000,000. A total of $210,000,000 had been disbursed of which $36,000,000. 
had been repaid, leaving a balance on loan of $174,000,000. The Corporation’s portion of | 
interest and of guarantee fees earned in respect of long-term financing agreements 
amounted to $400,000 in the year compared with $340,000 in the previous year. Notes: 
for $26,000,000 which mature within three years were held for the account of Export) 
Finance Corporation of Canada, Ltd., a subsidiary of the Canadian chartered banks, to: 
whom they had been sold. However, as the notes are unconditionally guaranteed by the’ 


Corporation, it continues to be responsible for the collection of the principal and) 
interest. | 


: 


The following is a comparative Summary of operations for the past two years: 


Income— 


Premiums and fees earned 


Expense— 


Excess of policyholders’ claims over operating income 
Interest on investments 


CROWN CORPORATIONS 


Pen er s ~ 2S Ss + Cale + ye tetend bs eiela cieloned aie » 


+e ee 


Bates SARS Et) POPS REA) Se ae 2) yd Se we, ee eee 
ene, ee See SS 10 36: dies Ie RS) Be @ Slew be 6S ales 
8 2) 8 RR Oe a ee ee ee ae ee ee ae er 
ie eek. S 68k eS ee One a 66 66: We & v6 
ee i aie ed oe ess OS eS Rie (wis) AT Eel SASS 'e a Sas o XS @ ee 
gia ant De es ae a a a a el a ne le Mk 


ara Tae Bee ee eee BP ae gent bh ep Sho Sales. 66 ETA diate hs cone 


a ed CieeR SO SE ete ye Ree. S\riel ne tw) ta Seles) 6, 66a) %9. erie a eye SB rea Oe 


nee ae enn mn nde pe tose ke: Asis /e7 046) Fe) la er(e. Aeris: 8.6, eis) v 4/6 Wise) 6: Ona Sees) @: oc -o @ 


at nig ee cae wa aw. AIS ley eval Sah ah ae SWS). See a. 0) SN. aust EMER oF «oes: S 


CD Pe AST SF Peis arene: inte 0) peels 6 a be oon eileta 1s) 6 6 he 


Year ended December 31 


1966 


$ 1,441,000 


594,000 
54,000 
39,000 
37,000 
34,000 
23,000 
59,000 


840 ,000 


601,000 


771,000 
161,000 


610,000 


9,000 
323 ,000 


314,000 


1965 


$ 1,447,000 


484,000 
47,000 
24,000 
41,000 

7,000 
21,000 
55,000 


679,000 


768,000 


150, 000 
397 ,000 


(247,000) 


(1,015,000) 


323,000 


$ 1,338,000 


169 


The increase of $161,000 in expense resulted mainly from increases of $104,000 in 
alaries, of which approximately $43,000 was for additional staff engaged and $61,000 
or salary increases, and $27,000 for publicity due to the purchase of an animated film 
ublicizing the Corporation’s insurance services. 


Type of claim 


ne 


Default 


a ee oe ee a oe ae ee 


ae 0 6's = 6 © 6 ie St ete eS 0S 


Outstanding 
Jan. 1, 1966 


S| 


33,000 $ 


$ 251,000 


Claims 
paid 


80,000 
272,000 
407 ,000 

12,000 


Amounts 


recovered 


121,000 
7,000 


Written Outstanding 
off Dec. 31, 1966 
29,000 $ 269 , 000 
29,000 422,000 
— 415,000 

1,000 12,000 


meee 
a 


59,000 $ 1,118,000 


$ 567,000 $ 771,000 $ 161,000 $ 


The following is a summary of transactions in respect of claims paid to policyholders: 


The large increase during the year in the amounts outstanding was mainly due to 


tyments to five exporters to Uruguay because of foreign exchange transfer difficulties in 
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on anticipates making substantial recoveries from the total 


that country. The Corporati : 
8,000 with the amounts recovered to be recorded as income 


outstanding amount of $1,11 
in the year in which the recoveries are effected. 

The underwriting reserve, established to provide for losses on contracts of insurance 
entered into on the Corporation’s own account, was increased during the year by a trans- 
fer of $1,000,000 from earned surplus, bringing the balance at December 31, 1966 to 
$6,000,000, which was equivalent to 4.3% of the Corporation’s liabilities under these 


contracts of insurance. 


341. Farm Credit Corporation. This Corporation was established in 1959 by the 
Farm Credit Act, 1959, c.43, to make, administer and supervise long-term mortgage loans | 
to farmers. The Corporation also administers the Farm Machinery Syndicates Credit 
Act, 1964-65, ¢.29, which authorizes the making of loans to qualified syndicates of three 
or more farmers for the purchase of farm machinery for their co-operative use. The head 
office of the Corporation is in Ottawa and there are 7 branch, 31 district and 127 field 
offices throughout Canada. 

The Government of Canada paid a further $6,150,000 into the capital of the Corpo- | 
ration during the year and advanced an additional $157,924,000 (net) by way of loans. 
At March 31, 1967 the Crown’s equity in the Corporation amounted to $772,815,000. 
comprising: capital, $28,900,000; loans, $723,592,000 (of which $1,597,000 was in respect. 
of the Farm Machinery Syndicates Credit Act); accrued interest on loans, $18,735,000; 
reserve for losses under the Farm Credit Act, $1,569,000; and retained earnings from 
operations under the Farm Machinery Syndicates Credit Act, $19,000. 

During the year, 11,632 loans were made to farmers for a total of $234,447,000 
compared with 11,049 loans amounting to $201,683,000 made in the previous year. Repay- 
ments of principal amounted to $72,271,000, an increase of $13,380,000 over the pre- 
vious year. Loans outstanding at March 31, 1967, with accrued interest, amounted to 
$770,554,000 compared with $603,081,000 at March 31, 1966. Loans outstanding under 
the Farm Machinery Syndicates Credit Act amounted to $1,632,000 at March 31, 1967 
compared with $902,000 at March 31, 1966. -: 

The following is a summary of the income and expense of the Corporation for the. 
past two years: 

Year ended March 31 


1967 1966 
Operations under the Farm Credit Act 
Income— 
BSVUTONE OBITS os oss Jc Ferran eaters Gi Gk aT Saale Ie ee REE $ 34,160,000 $ 25,890,000 
Deduct: Interest on loans from the Government of Canada...... 32,194,000 23 , 525,000 
, . 1,966,000 2,365,000 
Appraisal, supervision and legal fees...................00-00 ee 1,144,000 1,103,000 


3,110,000 3,468, 000 | 
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Year ended March 31 


1967 1966 
\z Expense— 

2 Salaries and employee benefits............................... $ 4,453,000 $ 3,505,000 
42 Le SU Gotie Fora berreth o bedi ce akg ie 532,000 434,000 
Wihtve Seomamoumuon ten. PM WS!) 810 to detours aff iL) 305 , 000 251,000 
’ e Postage, express, telephone and cplegph! Yi. 10 Neo ou. 118,000 101,000 

_ Printing, stationery and office eipplicst.0P8 soya di BAe 112,000 99,000 
Rental and maintenance of office DOI og as ck oo ca ye ok 73,000 53 , 000 
Cer ge eT ee er 16,000 18,000 

P Appeal Boards—fees and expenses............................ 12,000 25,000 
le es ee bad ot... 46 ,000 37,000 
| MSR Aerie hal eal eos, gaS 48,000 41,000 
t 5,715,000 4,564,000 
| Less: Portion allocated to operations under the Farm Machinery 

BRAS AO Rg og ick owe ws bien ocenececce., 26,000 66 , 000 


5,689,000 4,498,000 


Net operating loss, provided for by parliamentary appropriation. . .$ 2,579,000 $ 1,030,000 


: Operations under the Farm Machinery Syndicates Credit Act 
EE SERED Are Le Saar tat ainda enaliiaiaia tials 


| Income— 
Interest (net) and service Miatipe iis, Diss todo 7. Alls. xo). $ 21,000 15,000 
Amount appropriated by Parliament for carrying out the purposes 


ete ei ee PALO Oe Se Wa ye es) WS) ea) YB ate 8) 8 & Ske fe we dw) e 


| of this Act = 75,000 
) 


21,000 90,000 
Portion of Corporation’s expense allocated to operations under this 


| Un cyte ietettheied arnt l tat ile tales IE ae i 26 ,000 66,000 
Net loss charged to retained Garmimesre ative, ise, JC) moe liow ree $ 5,000 $ (24,000) 


f 


With respect to the operations under the Farm Credit Act, the increase of $1,191,000 
n expense was due largely to the continuation of the growth in lending activity and the 
onsequent expansion of the Corporation. This has resulted in an increase in staff from 
83 at March 31, 1960 to 571 at March 31, 1966 and 620 at March 31, 1967. During 
he same period the number and principal of loans outstanding increased from 28,000 
nd $117,000,000 to 58,000 and $749,000,000. 
The cost of operations under the Farm Machinery Syndicates Credit Act decreased 
"y $40,000 because there were preliminary and non-recurring organizational costs in the 
receding year. 

In our report to the Minister of Agriculture under section 87 of the Financial Ad- 
iinistration Act, on the examination of the accounts of the Corporation for the year 
nded March 31, 1967, reference was made to the reduction in the Reserve for Losses 
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during the past seven years, due in part to the statutory obligation placed on the 


Corporation to lend money at a fixed rate of interest, as follows: 


Section 15 of the Farm Credit Act requires the Corporation to establish a Reserve out 
of which may be paid “any losses sustained by the Corporation in the conduct of its 
business”. The section further provides that the Corporation shall credit its net earnings 
eserve until the amount of the Reserve equals the capital of the Cor- 
967 the capital of the Corporation amounted to $28,900,000 while 
$1,569,290, having been reduced by $42,239 due to losses written 


each year to this R 
poration. At March 31, 1 
the Reserve amounted to 
off during the year. 

As previously pointed out, the statutory lending rate of 5% on loans to farmers has 
not provided sufficient income to cover the interest paid on borrowings from the Government 
of Canada and administrative expenses applicable to loans made at this rate. The annual 
excess of expense over income is now being met each year by parliamentary appropriation. 
The operating loss of $2,578,741 for the year ended March 31, 1967, compared with a 
loss of $1,029,998 for the previous year, was recovered from Department of Agriculture 
Vote 90g. 

While continuation of the policy of providing a parliamentary appropriation to cover | 
the annual operating loss of the Corporation will prevent further depletion of the Reserve 
by such losses, no provision has been made for the building up of the Reserve to an amount | 
equivalent to the capital of the Corporation as is contemplated by the Farm Credit Act. 


A 1964 amendment to the Farm Credit Act increased the amount that a single farm- 
ing enterprise may borrow under Part II of the Act from $20,000 to $40,000 and under | 
Part III of the Act from $27,500 to $55,000. The interest rate of 57% per annum remains © 
unchanged on amounts loaned by the Corporation up to the previously existing limits | 
of $20,000 and $27,500, but the interest rate to be charged on moneys loaned in excess 
of these amounts may from time to time be prescribed by the Corporation with the. 
approval of the Governor in Council “which rate shall be sufficient, if the whole amount 
of the loan were to be loaned by the Corporation at that rate, to return to the Corpora-_ 
tion an amount equal to the cost to the Corporation of any money borrowed for the | 
purposes of the loan and the expenses of the Corporation in respect thereof, including — 


a reasonable reserve against loss’. | 


The interest rate on moneys loaned under the increased limits was 63% per annum ° 
up to August 8, 1966 when it was raised to 63%. Since these rates apply only to the | 
portion of any loan in excess of $20,000 or $27,500, as the case may be, the operations | 
of the Corporation will continue to result in an annual operating loss. 


242. The National Battlefields Commission. This Commission was constituted by 
The National Battlefields at Quebec Act, 1908, c. 57, to acquire and preserve the historic 
battlefields at Quebec. The Commission comprises nine members, seven of whom ate | 
appointed by the Governor in Council and one each by the governments of the prov- 


P 
| 


inces of Ontario and Quebec. 


Prior to 1958 the Commission was financed by statutory grants made under the 
constituting Act but since then it has been financed by annual parliamentary appropria- 
| 
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tions. At March 31, 1967 the proprietary equity of the Crown in the Commission 


amounted to $1,550,000, comprising capital assets costing $1,536,000 and working capital 
of $14,000. 


The following is a summary of the expenses of the Commission for the year com- 
pared with those of the preceding year: 


Year ended March 31 


| 1967 1966 
| Salaries, wages and employee benefits............................... $ 185,000 $ 164,000 
| AMNOD MORN ree Pe, PORTS, INR Yel TuoKt 27,000 19,000 
Operating supplies and nite yeewnk Havel se. sobre cheno tie 13,000 10,000 
Light, heat, power, gasoline and oil................................ 13,000 14,000 
) Repairs of roads, driveways and ASTEUCe TL e  O  l 9,000 15,000 
| Special weed treatment for lawns.................................. 8,000 8,000 
| ee ree eye eN Oe, ne POY ietinGh) Soma f 14,000 12,000 
| 269 , 000 242,000 
is Rte ee ne TT ee ee vee Leis 23,000 12,000 


$ 292,000 $ 254,000 


The expenses of the Commission amounting to $292,000 were financed to the extent 
df $281,000 by Department of Indian Affairs and Northern Development Vote 15 and 


$2,000 from miscellaneous income. The balance of $9,000 reflects a decrease in working 
sapital. 


Funds contributed by provincial governments and others since establishment of the 
Jommission in 1908, which may be used only for the acquisition of land with prior par- 
lamentary approval, amounted to $34,000 at March 31, 1967. The only changes in this 
count since 1938 have been the credits from interest earnings. 

In 1966 we reported that tenders for contracts for maintenance projects were invited 
nly from contractors selected by the Park Superintendent and the Secretary of the 


Yommission rather than by public advertisement. This practice is still in effect. 


243. National Capital Commission. This Commission was established by the Na- 
ional Capital Act, 1958, ¢.37, to succeed the Federal District Commission which had 
een established in 1927 as the successor to the Ottawa Improvement Commission, 1899. 
‘he objects and purposes of the Commission are “to prepare plans for and assist in the 
evelopment, conservation and improvement of the National Capital Region in order 
rat the nature and character of the seat of the Government of Canada may be in 
ecordance with its national significance”, 
| Subject to the control exercised by the Governor in Council, the Commission has 
ide powers including those relating to: acquisition and development of property; con- 
Tuction and maintenance of parks, roads, bridges, buildings and other works; undertak- 
ig joint projects with municipalities or making grants to municipalities; construction 
id operation of concessions; and the administration of historic buildings and sites. The 


ommission consists of 20 members appointed by the Governor in Council from across 


anada. 
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At March 31, 1967 the Crown’s equity in the Commission totalled $166,471,000 


represented by capital as 


sets at cost, $163,489,000, and working capital, $2,982,000. 


The following notes appeared on the Commission’s balance sheet at March 31, 1967: 


(1) 


(4) 


Parliament in the years 1959-60 to 1966-67 inclusive, has authorized loans of $38,900,000 

to the Commission for the purpose of acquiring property in the Greenbelt. Of this 

amount, $37,400,000 had been borrowed to March 31, 1967 leaving $1,500,000 which 

may be borrowed in subsequent years. | 

In addition to the recorded liabilities, the Commission was obligated as at March 31, 

1967 for: 

(a) compensation for properties expropriated estimated at $14,500,000; 

(b) outstanding commitments under uncompleted work contracts amounting to approx- 
imately $4,791,000; and 

(c) a balance of approximately $1,000,000 pursuant to an agreement with the Cana- 
dian National Railway Company for the acquisition of certain railway assets 
related to the railway relocation program. 

The Commission is committed under an agreement with the Canadian Pacific Railway 

Company and the Canadian National Railway Company to the relocation of certain 

railway tracks, buildings and works and, on completion, to transfer to the railway com- 

panies title to land, buildings, tracks and other works which were acquired or con-. 

structed by the Commission. These railway lines and structures are included in the 

capital assets at March 31, 1967 at approximately $36,000,000. An estimated amount of 

$3,000,000 is required for completion of these works, indemnities to owners of railway 

sidings, and maintenance commitments, in addition to approximately $2,000,000 included 

in item (2) (b) and the $1,000,000 in item (2) (c). 

The Commission is committed to landscape and to transfer certain lands as follows: 

(a) to the City of Ottawa, the right-of-way for the Queensway, free of charge; 

(b) to the City of Ottawa, certain lands for Riverside Drive, at 50% of cost; and 

(c) to the provinces of Ontario and Quebec, the approaches for the Macdonald-Cartier 
Bridge, free of charge. 


The Commission’s activities are financed by annual parliamentary appropriations, 
withdrawals from the National Capital Fund, loans from the Government of Canada, 
and revenues from rentals, ete. | 


A summary of the transactions for the past two years is as follows: 


Year ended March 31 


1967 1966 
Operation and maintenance of parks, parkways and grounds adjoining 
government buildings at Ottawa and Hull, maintenance of other 
properties and general administration 
PROCS gw cd fae wh es Cae, Oe, een $ 4,893,000 $ 3,969,000 
Provided for by— jena: ~ 
Parliamentary appropristion *.4 14%. 2. 423... 2 ee $ 4,711,000 $ 3,781,000 
FRMWOIIG Se kwh dy-tetia eet be see esse as, Aha. ee 182,000 188,000 


$ 4,893,000 $ 3,969,000 


— 


i 
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Year ended March 31 


1967 1966 


—_—_——. es 


National Capital Fund 


Balance at April 1— 
In the Consolidated Revenue Fund 


RRS Miastee £o.2 ee cre SER $ 1,625,000 $ 425 ,000 
In the hands of the Commission 


Pewee tx Gata Peek ss cc. Pe (796,000) 1,750,000 
829,000 2,175,000 
Parliamentary appropriation................................. 25,000,000 12,100,000 
25,829,000 14,275,000 
| 
Expenditure— 
Capital outlays for parks, parkways, railway lines and struc- 
| PER ATEN A, ee IO, PORE Lad 23,858,000 12,607,000 
| Grants, assistance to municipalities, etc., consultants’ fees and 
| maintenance and rehabilitation........................... 1,324,000 839 , 000 


25,182,000 13,446, 000 
! Balance at March 31— 
In the Consolidated Revenue Fund 


| SP Poe ge a a — 1,625,000 
| In the hands of the Commission............................ 647,000 (796,000) 
$ 647 ,000 $ 829,000 
| Acquisition of property in the National Capital Region through loans 
| provided by the Government of Canada 
Unexpended balance of loans at ep LE, APR POET eri $ 140,000 $ 1,259,000 
Add: 
| Government of Canada loans a 8 OR aE die 6,956,000 7,478,000 
Amount recovered from the National Capital Fund with respect 
im propertucs pur into tise), 202 BPO) 2 ee eo. 2,994,000 1,289,000 
Proceeds from sales of pionerrawmercs .60ld<.atesiur . died. 49,000 1,733,000 
10,139,000 11,759,000 
Deduct: 
Expenditure for acquisition of POO pms wees eeet Ll 8 SPIT IO. Jr FBS 008 11,619,000 
| Unexpended balance of loans at March 31..................... $ 2,707,000 $ 140,000 


_ Interest charges on outstanding Government of Canada loans 
re rh 


Pereny unacmassyo 4.06, Pon Sisiai) vel lle ok $ 3,781,000 $ 3,254,000 
Provided for by— 
Parliamentary appropriation............................... $ 3,274,000 $ 2,741,000 


Net revenue from rentals of property and interest earnings... . 507,000 513,000 


$ 3,781,000 $ 3,254,000 
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d in these transactions may be summarized as follows: 
Year ended March 31 


The expenditures include 


1967 1966 


——EE —ny 


$ 4,893,000 $ 3,969,000 


Operation and maintenance......---+++++rrsrrreress esses 


Capital outlays: (nat)... 905 5- So ere ek ee 23 , 858 , 000 12,607,000 
Grants, assistance to municipalities, etc........---seereeeests sees 1,324,000 839,000 
Acquisition of property.....+++-++ssrrrrrrrte $ 7,432,000 11,619,000 
Less—Property put into use or BOI. .cxea papa res 3,043 , 000 3,022,000 
4,389,000 8,597,000 
3,781,000 3,254,000 


Tikescart cin Lmtad hil aaron 8 EI oe et ee 


$ 38,245,000 $ 29,266,000 


These expenditures, incurred in the various activities of the Commission, were 


finaneed as follows: 
Year ended March 31 


1967 1966 
Parliamentary appropriations.........6+-+-seee seers erect sees: $ 33,167,000 $ 19,968,000 
Loans (net)........ 6 ov es see $ 7,096,000 8,737,000 
Less—Loan proceeds not used........---++ eee 2,707 ,000 140 , 000 
4,389,000 8,597,000 
Revenues of the Commission..........- se cece cere eee eee cenes 689 ,000 701,000 


$ 38,245,000  $ 29,266,000 


The increase in expenditure was mainly due to the completion during the year 
of the relocation of the railway lines and structures for the new Ottawa railway terminal. 
Three instances were noted where the expenditure on contracts substantially 
exceeded the amount authorized by the Treasury Board, without prior approval having 


been obtained: | 


1. The Treasury Board authorized the Commission to enter into a contract for the lower- 
ing of part of the Prescott Subdivision railway line and for the construction of the 
Western Interceptor storm sewer and Mooney’s Bay sanitary sewer at an overall cost 

of $1,974,862 estimated on the basis of unit prices. The total cost was $2,236,163 or 


$261,301 in excess of the amount authorized. 

Bis The Commission was authorized by the Treasury Board to construct a car and diese! 
servicing and repair shop at the Walkley freight yards at a cost of $748,800. The fina’ 
cost was $917,062 or $168,262 in excess of the amount authorized. | 

3. The Treasury Board authorized the construction of a boiler plant and car department! 
building at Hurdman at a contract price of $1,038,000. To March 31, 1967 the Com: 
mission had paid progress claims totalling $1,153,534 or $115,534 in excess of the tota 
authorized amount. | 


Treasury Board approval of the additional expenditure has since been obtained. | 


/ 
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Certain capital expenditures of the Commissi 
Canada loans. Funds for the payment of interest on these loans and for repayment 
of principal in certain cases are provided to the Commission from parliamentary 
appropriations of subsequent years. At March 31, 1967 outstanding loans from the 
Government of Canada totalled $74,286,000 compared with $67,329,000 at the end 
of the preceding year. Interest charges in 1966-67 amounted to $3,781,000 of which 
$3,274,000 was provided for by Department of Public Works Vote 60. Repayments 
of principal during the year amounted to $3,043,000 of which $2,994,000 was provided 
for by the National Capital Fund. This procedure has been commen 
Reports and is further dealt with in paragraph 196 of this Report. 
| The Public Accounts Committee gave consideration during the year to the practice 
of requiring the National Capital Commission to seek parliamentary appropriations 
0 enable it to pay interest on loans obtained from the Minister of Finance for the 
ourchase of properties. In its Seventh Report 1966-67 (see Appendix 1, items 18 
ind 36) the Committee noted the undertaking of the Department of Finance to review 
md discuss this practice with the Auditor General and asked that he report on the 


natter in due course. No discussion on this subject has yet been initiated by the Depart- 
aent of Finance. 


on are financed by Government of 


ted upon in previous 


244. National Harbours Board. This Board with its head office in Ottawa was 
stablished in 1936 by the National Harbours Board Act, R.S., ¢.187, and has jurisdiction 
ver the harbours of St. John’s, Halifax, Saint John, Chicoutimi, Quebec, Trois-Riviéres, 
Montreal, (including the Jacques Cartier and Champlain Bridges), Churchill and Van- 
ouver, together with grain elevators at Prescott and Port Colborne. 

__ The Crown’s equity in the Board at December 31, 1966 totalled $439,212.000 com- 
rising: equity represented by the cost of assets transferred to the Board on its establish- 
1ent and subsequently, $71,569,000; loans and advances, $343,788,000; interest in arrears 
1 loans and advances, $103,203,000; and reserves, $9,017,000; less accumulated deficit 
? $88,365,000. 

' The value of the Port and Harbour of St. John’s, excluding land, was recorded at 
10,086,000 as of January 1, 1965, being the estimated net book value at the time it 
came a national harbour upon transfer from the Department of Public Works. The 
timated value of the land is to be recorded when the identification of the land and water 
ts has been completed. Officials of the Board have advised us that the identification 
id valuation will be completed in 1967. 

) During the year there was an increase of $20,576,000, to $343,788,000, in the indebted- 
Ss of the Board for loans and advances and $9,918,000 for interest in arrears on loans 


id advances. The interest in arrears has increased steadily in recent years as shown in 
e following table: 


. eee ate tT, fe aes COOL na Dove $ 59,008,000 
EE a a eo 64,786,000 
ES SES a ac 71,290,000 
Sen, RUOT 2. o wie SE Oi. Stoel, © 78,559,000 
pepcdei ber Sis 10646 Foe) weber c! >. vali. de. or ih sina eae 86, 204,000 
IM es og ee oe ne oh ok 93,285,000 


Peer ela TeOe Te. a PAOD OO Sito Harty | 103, 203 ,000 
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erved that there was little prospect of the Board 
st obligations and recommended that the 
ed. In this connection, the Public Accounts 


commented as follows (see Appendix 1, 


In previous Reports we have obs 
being able to meet its principal and intere 
financial structure of the Board be reconstitut 
Committee in its Twelfth Report 1966-67 
item 51): 

The Committee is concerned that there appears to be little prospect of the Board being 
in a position to meet its principal and interest obligations and recommends that the financial 


structure of the Board be reconstituted. In this connection it was pleased to receive assur- 
ances that this matter will be dealt with by the Department of Finance and the Board 


within the next twelve months. 


In November 1966 the Department of Finance submitted recommendations to the 
Board as to how this could be accomplished and the implementation of these recom- 
mendations is still under study. 

Current assets of the Board included the sum of $424,000 due from the Quebec 
Natural Gas Corporation for rental charges by the Board for the easement for a 20-inch 
natural gas pipeline over the Jacques Cartier Bridge. The amount represents $349,000 
outstanding on December 31, 1965 plus $75,000 for 1966. In previous Reports we have 
noted that the authority for the installation of the pipeline was granted by the Board 
on May 1, 1959 subject to later negotiation of the annual rental rate but that the Cor- 
poration subsequently would not agree to the rate proposed and requested the Board to 
consider one that was little more than nominal. Agreement has still not been reached 
with respect to the rental charge and the Department of Justice is conducting legal 
proceedings against the Corporation. 4 

Until revocation of tolls on June 1, 1962, the Jacques Cartier Bridge was operated 
under a tri-partite agreement which required the City of Montreal and the Province of 
Quebec to pay to the Board one-third of any annual deficit arising from the operations 
of the Bridge to a maximum of $150,000 each. Since 1944 the Province has refused to 
make the required contributions and at the end of 1949 its accumulated indebtedness 
amounted to $744,425. From 1950 until revocation of tolls, the Bridge did not incur an 
operating deficit and the accounts of the Board continue to show this amount as due 
from the Province. In previous years the Board was unable to institute legal proceedings 
against the Province without first obtaining a fiat from the Provincial Attorney General 
On September 1, 1966, however, an amendment to the Quebec Code of Civil Procedure 
came into force which eliminated the need for a fiat in proceedings against the Province 
Accordingly, the Board re-submitted its claim to the Province early in 1967. To the datt 
of our examination no reply had been received. | 

In 1965 the Board reported an account receivable in the sum of $137,000 for grail 
storage charges at Montreal Harbour covering the period of a union labour strike in 
VOLVINg employees of the Board. The Department of Justice has now expressed th’ 
opinion that under the provisions of the Canada Grain Act, R.S., ¢.25, storage charge 
are not collectable for the period during which outward grain shipments were delayed b: 
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e strike. As a consequence, charges amounting to $111,000 were cancelled and the 


ount was written off to deficit as a prior year adjustment, leaving an amount of 
26,000 still in dispute. 


In our 1966 Report we stated that the long-standing dispute with the Canadian 
Pacific Railway regarding the ownership of certain areas of Coal Harbour, Vancouver, 
was being resolved within the terms of a “Memorandum of Agreement” signed by both 
darties in June 1966. However, all the necessary legal steps have not yet been completed 
ind final settlement is still pending. Each party is continuing to collect, and hold in 
»scrow, rentals and other revenues from areas in their possession. At December 31, 1966, 
the Board held $200,000 in cash and securities while the Railway held $288,000. 


The following is a summary of the operations of the harbours and elevators and of 


he bridges for the past two years: 


| 


Year ended December 31 


| 1966 1965 

| Harbours and Elevators 

Operating income— 

, ee ee ee $ 18,258,000 $ 17,124,000 
SS OR Ty Ian ae ar Oh el A a 11,545,000 10,454,000 

dm enemmenig IAA. BIO ay", fy bony 1,437,000 1,293,000 

L EP UES Neg pollens alte. alleles age ae 3,290,000 2,878,000 

it pM SUNG. Big olin cn ay vc nuk 940,000 927 ,000 

MAMAN Premera teers ML LTT ee 89,000 17,000 


35,559,000 


32,693 , 000 


eee Pee MIRE DAAC ee ee ee) LARK 8, 849 ,000 7,582,000 
Perea elevator ayebems eet fit) HS kd oetoen. ad pe. 10, 495,000 8,720,000 
EE oC Oe 1,558,000 1,375,000 
Ce ee ee ER RUNG 3,922,000 3,074,000 
Rmlway ayaa, OUMOY O54 00. (onli oe. cod lo. 1,377,000 1,138,000 
MRE ee ee ie 3,693 , 000 2,966,000 
| BI cs Fee a 29,000 97,000 
29, 923 ,000 24,952,000 
Pron Opermume thomnienr STP Pe ON, ete caooe. cc... 5,636,000 7,741,000 
\- embaes from investients. so). As ld ed ddd dw. k 2,619,000 2,515,000 
| 8,255,000 10,256,000 
. Provision for interest on loans and advances................... 9,472,000 9,445,000 
| Prom proaey, LBioumior Sa all me Alvin, Lead) shy $ 1,217,000 $ (811,000) 
Bridges 
Operating income— 
| eee APRE GAOT TSENG OS 5 ), PRET Ss Oia coe ale os edie de ces $ 130 ,000 $ 127,000 
| OS TOES OD! AT ain Oe 1,329,000 991,000 
| 1,459,000 1,118,000 
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Year ended December 31 


1966 1965 


Operating expenses— 


Jacques Cartier Bridge........----+s+eeeree cere teeter sees $ 1,685,000 $ 568 , 000 


Champlain’ Bridge... .../.42.42%. + RAS Puls wi eeeemante ene 899 , 000 766 , 000 
2,584,000 1,334,000 

Net operating Tous)... 15) vehi oa ah a ae eee 1,125,000 216,000 
Provision for interest on loans.............- cesses eee teers 2,122,000 1,733,000 
Other interest (net).........0 6c e eee e eer ce mewn ee ss ere e ens s 59,000 59,000 
Met lemidi. bcc aden civ d wills.) ae bts eel > ores Soi ee $ 3,306,000 $ 2,008,000 


The increase in operating income for harbours and elevators, $2,866,000, resulte 
mainly from a continued increase in water-borne cargo tonnage. In 1966 an all-tim 
record of 76,188,000 tons was achieved; this surpassed the record set in 1965 by 2 874,00 
tons. The increase in volume was attributed mainly to an increase of 1,875,000 tons i 
wheat exports together with an increase of 1,508,000 tons in receipts of domestic whee 
at Trois-Riviéres, Quebec, Montreal and Port Colborne offset partly by a net decreas 
of 1,029,000 tons in foreign inward traffic. The increase in wheat exports was mainly du 
to accelerated deliveries to the U.S.S.R. and China which exceeded the peak establishe 
in 1964. 

All harbours, with the exception of Churchill, experienced an increase in operatin 
income, the largest increases being at Montreal, $1,689,000, Vancouver, $819,000, Halifa: 
$130,000 and Saint John, $123,000. There was a decrease of $127,000 in the operatin 
income at Churchill as a result of the reduction in grain traffic from 46,344,000 bushe 
to 44,807,000 bushels. The Prescott Elevator also experienced a reduction of $16,000 i 
operating income. This was caused by a reduction in the volume of grain handled fror 
40,206,000 bushels to 37,477,000 bushels. 

Traffic across the Champlain Bridge for the year totalled 8,721,000 vehicle a 
increase of 2,342,000 or 37% over the previous year with a resulting increase of $338, 0c 
in operating income. 

Operation, maintenance and administration expense of harbours and elevators 1 
creased by $4,971,000 of which $4,244,000 pertained to operation and maintenance an 
$727,000 to administration. The bulk of the increase in operation and maintenant 
expense was attributable to additional grants in lieu of municipal taxes in the sum ¢ 
$1,205,000, together with increases in salary and wage rates, prices for supplies and stew 
dore services. The increase in salary and wage rates, together with an increase of $379, OC 
in the Board’s matching contributions to employee pension plans, largely accounts fi 
the increase in administration expense. 


In previous Reports we observed that the Board was required to pay workers ] 


dip-time”, being the initial stages of unloading a grain vessel when only mechanic 
f 
| 
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levices are used, in accordance with the collective bargaining agreements between the 
Board and the labour unions at Port Colborne and Prescott. The workers have continued 
(0 be paid for this time which amounts to approximately $20,000 annually, 


Operating expense of the Jacques Cartier Bridge increased by $1,117,000 over 1965 
vhich can be attributed to maintenance work, the larger projects being: reconstruction of 
leck slabs, $970,000; painting, $392,000; and re-surfacing of the deck slab north of 
‘t. Helen’s Island, $92,000. This re-surfacing project comprised replacement of the 
urface which had been placed on the roadway in October and November 1965 at a cost 
f $84,000. Karly in 1966, the road surface began to deteriorate and by the middle of J uly, 
he Board’s consulting engineer concluded that the asphalt mix had been applied too late 
1 the autumn when the temperature fell below an acceptable level. The repairs were com- 
leted in mid-N ovember 1966. (See paragraph 114 of this Report. ) 


_ 245. Northern Canada Power Commission and subsidiary companies. This Commis- 
on, established in 1948 under the Northern Canada Power Commission Act, R.S., ¢.196, 


ymsists of three members appointed by the Governor in Council. The objects of the 
es are to construct and operate electric power plants 


and to supply power to 
ines and other users in the N orthwest Territories and the Yukon Territory and, with 


ie approval of the Governor in Council, in any other part of Canada, The Commission 
f its head office in Ottawa and operates fourteen power plants. 

| On September 30, 1966 the Commission purchased all the shares of The Dawson 
tu Water and Power Company, Limited, The Dawson Electric Light and Power Com- 
ny, Limited and The Yukon Telephone Syndicate, Limited for $337,000. The financial 


atements of these subsidiary companies were consolidated with th 
at March 31, 1967. 


ose of the Commission 


_ The Crown’s equity in the Commission and subsidiary companies at March 31, 1967 
d March 31, 1966 was: 


March 31, 1967 March 31, 1966 


Advances, including $50,000 for investigation of projects...... $ 30,707,000 $ 30,749,000 
| Cost of: 
Central heating, water and sewerage and fire alarm systems at 
| Inuvik, N.W.T., financed by parliamentary appropriation. 7,003,000 7,003,000 
| Extension, expansion and improvements of capital assets 
Pemtved MOM OOXnInNS. 6.6 eg 671,000 560,000 
“ES Ee ee 2,156,000 2,141,000 
POE ORAS s Sia we hiss ES dee s.b ha ee oe 1,342,000 1,477,000 


| 

| Reserve for contingencies 
| Earned surplus 
j 
| 


$ 41,879,000 $ 41,930,000 


~The Commission also acts as agent for Canada in respect of loans of $71,901,000 


be to provincial power commissions under the Atlantic Provinces Power Develop- 
i Act, 1957-58, ¢.25. 
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The following is a summary of the income and expense of the Commission and sub 


sidiary companies for the past two years: 
Year ended March 31 


1967 1966 


Income— 
Galen Of POWER. «ic cascnncka nena seg oleh ee ag een ete $ 3,824,000 $ 3,320,000 
dine of haatil fw. Te ieale ea 2s chs eye re mere kee ete a 994,000 733 ,000 
Income arising from construction, maintenance and operation of 
facilities for government departments and Otbersaiineaske eG 960 , 000 1,037,000 
Miscellaneous. «sop «sxe ncae ins sexe > ees tere seine sees 246,000 209 ,000 
6,024,000 5,299,000 
Expense— 
Operations and maintenance........--... eee eter reer etter ees 3,575,000 3,104,000 
Interest on advances from Canada.........-. esse eee eee erees 1,372,000 731,000 
Depreciation wics «cpr nse OF re eeoa dan tee ep em ee ae Sree 673 , 000 575,000 
A Aenitestr ation « oc ccc 5 eco ee hoo Oe tee Re he oe ee oe 413,000 321,000 
6,033 ,000 4,731,000 
Wet lone (inpomne). i cas oden en cea Senta goo anes $ 9,000 $ (568,000) 


The increase in income from sales of power is mainly attributable to the fact the 
the Taltson River, N.W.T. hydro-electric plant was in operation for its first full twelve 
month period and also to the fact that the Cambridge Bay, N.W.T. and Dawson, Y.1 
plants commenced operations during the year. The increase in income from sales of het 
is due mainly to the provision of heat to the Federal Building at Frobisher Bay. 

Operations and maintenance expense increased largely because of: the cost | 
operating two new facilities at Cambridge Bay and Dawson; the operation for the fir 
full twelve-month period of the Taltson River plant; and general salary increases granté 
during the year. 

246. Northern Ontario Pipe Line Crown Corporation. This Corporation was estal 
lished by the Northern Ontario Pipe Line Crown Corporation Act, 1956, ¢.10, for tl 
purpose of constructing the Northern Ontario section of the all-Canadian natural gi 
pipe line and leasing it (subject to approval by the Governor in Council) to Tran 
Canada Pipe Lines Limited, with an option to purchase. 

In due course the pipe line was constructed and leased with an option to purchas 
The option was exercised and the sale was completed on May 29, 1963. The purchas: 
assumed responsibility for the negotiation and settlement of all claims then outstandil 
and any other claims which might arise in the future. Upon receipt of payment the Co 
poration discharged its liability to the Crown for outstanding loans and interest accrut 
thereon, and was left with a surplus of $694,000 of which $690,000 remained on depos 
with the Receiver General at the close of the Corporation’s financial year on Decemb 


' 
' 
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31, 1966. In July 1967, in accordance with a resolution of the Board of Directors of the 
Jorporation, its interest in the deposit of $690,000 was waived and the amount was trans- 
erred to revenue in the accounts of Canada. 

We have been informed that action to wind up the affairs of this Corporation, which 
ompleted its intended function in 1963, is being continued. Transactions in 1966 involved 


nly expense of $182, primarily for the printing of the annual report and in connection 
ith the annual meeting. 


247. Northern Transportation Company Limited and subsidiary companies. 
forthern Transportation Company (1947) Limited, a wholly-owned subsidiary of 
Idorado Mining and Refining Limited, was incorporated in 1947 under the provisions 
* the Canada Corporations Act, R.S., c.03, to take over the business of a predecessor 
mmpany which had been incorporated under a Province of Alberta charter in 1934 and 
hose shares had been acquired when the capital stock of Eldorado Mining and Refining 
imited was expropriated by the Crown in 1944. The corporate name was changed to 
orthern Transportation Company Limited in 1952. In 1965 the Company acquired all 
capital stock of three companies, Yellowknife Transportation Company Limited, 
retic Shipping Limited and Decury Supply Limited. The operations of these companies 
e now fully integrated with the parent company. 


The Company is empowered to carry on a general transportation business by land 
id water throughout Canada and elsewhere. Although the head office of the Company 
in Ottawa, administrative headquarters are in Edmonton and activities have been 
at wholly confined to the Mackenzie River water system and the Western Arctic. 


The equity of Eldorado Mining and Refining Limited in the Company at December 


, 1966 was $7,503,000 comprising capital stock of $152,000, a reserve for insurance of 
90,000 and surplus of $6,851,000. 


| Two cargo vessels, 15 tugs and 113 barges were operated in 1966, a reduction of 
@ tug and one barge from the number operated in 1965. The consolidated result of 


erations of the Company and its subsidiaries for 1966 compared with 1965 follows: 


Year ended December 31 


eee 

| 1966 1965 

| 

| Income— 

| OE a. ne ee, ee $ 3,984,000 $ 4,878,000 
Expense— 

Operations and maintenance: 

| REE OR ee re free OFT. 1, 267,000 1,296,000 

Repairs and maintenance............................4..... 749 , 000 769,000 

SES EE 5 re 727,000 633 ,000 

' To Eilat in dele ihe Chia Mh GRA Dea ae 266 , 000 299 ,000 

Demented 50, Witmer. ONL bbe oun 238 , 000 204 , 000 
Other 


MED CONGR Ss ls Silla ebiner ss Ou ek i ha ews dae eee 229,000 368 , 000 


3,476,000 3,569, 000 
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Year ended December 31 
1966 1965 


$ 370,000 $ 474,000 


Administration. .oays sy sens Veal SPP ee Seas 


3, 846,000 4,043,000 

Net income from operations. ....-.+... 6050 <e renters wraeones 138,000 835 , 000 
Mincollamedus MCOMC. 1 ws sweden ceee thoes ee eae 54,000 86 ,000 
192,000 921,000 

86 ,000 473 ,000 


Poavinion fOr nOOMle CAR. 6. cs cc. sk ne go ne re Regen ies ee 


$ 106 , 000 $ 448 ,000 


Neat inConmte. cacbess0s'titee esd = bineie A mn maak age aera a? 


Two factors contributed to the decline of $894,000 in freight earnings. The rate for 
transporting bulk oil to northern destinations was reduced and freight carried in 1966 
declined by 20,000 tons from that of the previous year as a result of decreases in oil 
exploration activity in the Mackenzie River delta and in the volume of shipments to the 
Great Canadian Oil Sands project. 

As a consequence of the acquisition and integration of the subsidiary companies 
:n 1965. various extraordinary expenses were incurred that had no counterpart in 1966. 
The decline in freight volume, from 94,030,000 ton-miles in 1965 to 83,410,000 ton-miles 
in 1966, also contributed to the reduction of certain operating costs. 

The decrease of $104,000 in administration expense is mainly due to expenses in- 
curred in 1965 in respect of the acquisition of the subsidiary companies which had no 
counterpart in 1966. 

Miscellaneous income decreased largely because of the reduction in income from 
investments due to the utilization of $1,500,000 in short-term deposits on the Company’: 
capital asset program in 1966. 


248. Polymer Corporation Limited and subsidiary companies. Polymer Corporation 
Limited was incorporated in 1942 under the Canada Corporations Act, R.S., ¢.53, pursuant 
to the provisions of section 6 of the Department of Munitions and SATE: Act, 1939, 0.8 
The Company produces synthetic rubbers and chemicals. The head office of the Company 
is in Sarnia, Ont. At December 31, 1966 there were six wholly-owned subsidiaries: Polysal, 
Belgium N.V.; Polysar Nederland N.V.; Polysar International §.A.; Kayson Plastics é 
Chemicals fant tel: Kaydot Plastics HAC and Polysar Téalearte S.p.A.; and ont 
subsidiary, Poetics Corporation (SAF), in ae the parent Company held a 95% 
equity. In addition, the Corporation increased its investment, as a minority shareholde: 
in companies in Mexico, South Africa, and Switzerland, from $4,297,000 at Decembe! 
31, 1965 to $6,528,000 at December 31, 1966. ) 

‘The equity of the Crown in Polymer Corporation Limited and its subsidiary com 
panies at December 31, 1966 amounted to $100,319,000, consisting of capital stock O 
$30,000,000 and retained earnings of $70,319,000. Dividends of $4,500,000 were paid ™ 
the Receiver General in 1966, identical to the amount paid in 1965. | 


ren ti 
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Net additions to fixed assets during the year amounted to $24,953,000. Major ex- 
penditures included new styrene monomer facilities and a litol unit at Sarnia and new 
latex and styrene-butadiene rubber facilities at Strasbourg, France. 
| Long-term liabilities totalled $24,623,000 and, with the exception of $32,000, are 
payable in foreign currencies over the years 1967 to 1977 as follows: F-fr. 43,000,000 
($9,462,000), B.fr. 450,000,000 ($9,729,000), and US. $5,000,000 ($5,400,000). 
| The following is a summary of the operations of the Company and its subsidiaries 
for the past two years: 


Year ended December 31 


1966 1965 
cael es, 
Income— 

0S EEE SEE SE a hele ol $ 126,778,000 $ 116,709,000 
| dees USS | 5s Se 760,000 794,000 
sR Hi args Sree ied 
, 127,538,000 117,503,000 
! Expense— 
Ua aioapoe aoe ee 102, 605,000 95,394,000 
Selling, administration and research....................... 11,392,000 9,194,000 
| 
’ 


113,997,000 104,588,000 


Net income before provision for income LS cei p eal oa hi als 13,541,000 12,915,000 
Provision for income tax 


Ty) ee eo et oe ee a ee er ae 2,328,000 2,584,000 

11,213,000 10,331,000 

. Minority shareholder’s interest............................. (8,000) 28,000 
Net income 


ee a oe er a rn ee ere $ §=©11,221,000 $ 10,303,000 


The decrease in the provision for income tax is due to the carry forward of prior 
sars’ losses of the Corporation’s subsidiaries and savings in Canadian income taxes 


hich were obtained under incentives to increase expenditures on scientific research over 
1 established base period. 


| 249. The St. Lawrence Seaway Authority. Established by the St. Lawrence Seaway 
athority Act, R.S., 0.242, the Authority maintains and operates the Canadian section 
the 27-foot deep waterway between the Port of Montreal and Lake Erie. The section 
the Seaway in the United States is operated by the Saint Lawrence Seaway Develop- 
ent Corporation. Toll revenues derived from the operation of the Montreal-Lake 
itario Section are divided between the two Seaway entities in accordance with an 
reement approved by the Governments of Canada and the United States. 

The Authority also operates non-toll canals at Lachine, Que., Cornwall, Ont., and 


ult Ste. Marie, Ont., the net operating cost being provided for by annual parliamentary 
propriations. 
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The Authority is a corporation consisting of a president and two other members 
appointed by the Governor ‘n Council. Its head office is at Ottawa, with operating head 
quarters at Cornwall, Ont., and regional headquarters at St. Lambert, Que., and § 


Catharines, Ont. 
The Crown’s equity in the Authority at December 31, 1966 and December 31, 1965 


was: 
December 31, December 31, 
1966 1965 


Capital assets transferred from the Department of Transport 


(Welland CARA). ciccs hence ae Se raisin Awan antes tae rer $ 130,717,000 $ 130,717,000 
Loans under section 25 of the Act— 

Interest-bearing........-+.secseeceees $ 335,150,000 326 , 700 , 000 

Tntoresieftee ccs: J inn daar eect ens 72,500,000 52,500,000 

407 ,650 ,000 379, 200,000 

Interest on loans—deferred.........-e cee ee eee ee cere reeeees 47,768,000 45,145,000 

586, 135,000 555,062 , 000 

Praized Diotiei beso ce vag. 6 stl nike aie ae jon 63 Be aes shee eee 45,422,000 42,199,000 


$ 540,713,000 $ 512,863,000 


The following is a summary of the income and expense of the Authority for the past 


two years: 
Year ended December 31 


1966 1965 

<a — | 

Income— 
ic a gen NE, TN TM eS Pe Ree PEPER ARS AE ly $ 17,282,000 $ 15,480,000 

The Seaway International Bridge Corporation, Ltd.—net income. 182,000 165,000 4 

CHAP oo sca Tas dens «ees ta Se Lee ce 1,932,000 1,203,000 @ 

19,396,000 16,848,000 

Expense— . 4 

UnernGon and maintenance. sor. ses se ee ee eee eee 12,644,000 10,239,000 o 

Headquarters administration; 1y..i:.ws ah. eee ae ee es 1,804,000 1,348,000 | 

Engineering. eee ee etree eee entree eet teen ees 1,755,000 1,160,000 | 

FiapenAl ACMI IRIP AAO, aes 6 ely see ae te a eo cies ae ee 1,426,000 1,070,000 & 

HOMOMIG SUPVOY ys .0: Sisk. an ce Ae ees Oe ee ee 8,000 125,000 al 


17 ,637 ,000 13 , 942,000 . 


Less portion allocated to: 


Non-toll manale; 6s coat ee ee I SE... goer 458 ,000 370,000 i, 
CONROE So St Ove ak ia ce Be ee ee PS 1,681,000 1,158,000 7 { 
2,139,000 1,528,000 


15,498,000 12,414,000 
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Year ended December 31 
se Os as aed al 


1966 1965 
Net operating income before providing for interest and for replace- 
ment of machinery and iS nepali linlamt Nestle tid ileal $ 3,898,000 $ 4,434,000 
Interest on loans from Government of CARMA a hte do ig oes sg a 16,313,000 15,824,000 
Provision for replacement of machinery and equipment......_. Lape: 867 , 000 882 , 000 


17,180,000 16,706,000 


Jt ee res aaa aie a a 13 , 282,000 12,272,000 
| Deduct: Welland Canal operating deficit recovered from parliamen- 
| eee OMOay ar... c..,..-..... 10,059, 0C0 8,175,000 
Ri ers cr. 


i winb.a ah Wee Sal Tes $ 3,223,000 $ 4,097,000 


The extent by which revenues again fell short of meeting operating expenses, inter- 
; charges and provision for replacement of machinery and equipment in the Montreal- 
ke Ontario Section of the Seaway is shown in the following summary of the operating 
alts for the year compared with the preceding year together with the cumulative 
srating results from the opening of the Seaway in 1959. It should be noted that the 
ares include no provision for repayment of the capital indebtedness of $327,450,000 
ect of the Montreal-Lake Ontario Section which the St. Lawrence Seaway Author- 
‘Act requires to be paid out of earnings by December 31, 2009. If this obligation is to 
met, revenues over the 43 years from 1967 to 2009 must average over $24 million 
wally on the basis of 1966 costs. The revenues for 1966 were $6 million short of meet- 
this requirement. 


Year ended December 31 Cumulative 
to December 
1966 1965 31, 1966 
So PVRs Alaa: $ 17,282,000 $ 15,480,000 —_$ 88,299,000 
Pep rnedrnme elle icloied is cit. gunidrved nin. 1,051,000 570,000 3,550,000 
18,333 ,000 16,050,000 91,849,000 
Expenses of operation, maintenance and adminis- 
GEO ong a” besa) OO eae ra 4,386,000 3,513,000 22,884,000 
fy Net operating profit........................... 13,947,000 12,537,000 68 , 965,000 
MPP OD JOANK eho wre ee 16,303 ,000 15,752,000 107,594,000 
Provision for replacement of machinery and equip- 
mete ste tees. Prt eee lie HEE WI O 867 , 000 882 , 000 6,793,000 


17,170,000 16,634, 000 114,387,000 


pei ESS ho neh BOR, RS Fed eee ae $ 3,223,000 $ 4,097,000 $ 45,422,000 
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With the opening of the Seaway in 1959 the operation and management of the 
Welland Canal became a responsibility of The St. Lawrence Seaway Authority. Tolls 
were suspended in 1962 and the annual operating deficits have since been recovered from 
parliamentary appropriations. The following is a summary of the operating results fo 


the past two years: 


Year ended December 31 
1966 1965 
Expenses of operation, maintenance and administration........... $ 11,112,000 $ 8,901,000 
Siiniey imoemie:. WIP is Paes hs sf aeelg eas eee ere eee 1,063 ,000 798,000 
Net opérating loss. fy. 5. 22 09 ee es ne ee en re 10,049,000 8,103 ,000 
Titovest on foaun. 0 0R Y Medan tage nes hs i ie Dam eer ae ee 10,000 72,000 
Deficit recovered from parliamentary appropriation...........-+: $ 10,059,000 $ 8,175,000 


The agreement made in 1959 between the Authority and the Saint Lawrence Sea- 
way Development Corporation established a joint tariff of tolls for the St. Lawrence 
Seaway. The agreement provided that the division of tolls derived from the operation 
of the Montreal-Lake Ontario Section of the Seaway would be initially 71% to the 
Authority and 29% to the Corporation, and that these percentages would be adjusted 
from time to time so that the Authority and the Corporation would receive a portion 
of the tolls in the ratio of their respective annual charges for operation, mainten- 
ance. interest and retirement of debt to their combined annual charges in respect of 
that portion of the Seaway. Calculations made on the basis of 1965 costs indicated that 
the Authority should be receiving 72.65% of the tolls and the Corporation 21.00 7am 

The Authority and the Corporation were to report to their respective Governme ats 
by July 1, 1964 on the adequacy of the tariff of tolls to provide sufficient revenue to 
meet their operating costs and financial obligations. However, the Governments of Canada 
and the United States agreed to defer the date on which the entities were to report to 
July 1, 1966. In March 1967 the two Governments agreed to continue the existing 
schedule of tolls for the Montreal-Lake Ontario Section, to divide tolls on the basis of 
73% to the Authority and 27% to the Corporation, and that the sufficiency and division 
of tolls might, at the request of either entity, be reviewed with a view to any necessary 
adjustment at the expiry of the 1970 navigation season, in accordance with the provisions 
of the 1959 agreement, as amended. However, the tariff of tolls was amended to include 
a lockage fee for the Welland Canal of $20 a lock for the 1967 navigation season, 
increasing by $20 each year to reach $100 a lock in 1971. 

The original conditions under which loans were made to the Authority under section 
25 of the Act required the payment of interest only, in the first three full years of opera 
tion (through the year ended December 31, 1962) and thereafter payment of annual 
amounts sufficient to amortize all loans and interest thereon over a period of forty-sevel: 
years (or by December 31, 2009). The terms of the Authority’s financing arrangements 
were amended in 1961, 1963, 1964 and again in 1967 and now call for repayment 0 a 
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terest-bearing loans together with interest previously deferred and all other interest 

crued or accruing up to December 31, 1967, together with current interest thereon, in 
orty-two equal annual instalments commencing December 31, 1968. At December 31, 
966, loans in respect of the Montreal-Lake Ontario Section amounted to $327,450,000 
ind deferred interest to $47,720,000. For the Welland Section loans to finance improve- 
nents totalled $80,200,000 of which $72,500,000 is interest-free and the balance of 
7,700,000, provided since September 22, 1966, bears interest which amounted to $48,000 
tt December 31, 1966. Interest on all such loans subsequent to September 22, 1966 is to 
e accrued in the accounts but is not to be paid until December 31 of the year in which 
he Minister of Transport determines that the Welland Canal twinning project is com- 
leted. 
The costs of operating and maintaining the canals and works under the administra- 
‘on of the Authority are defined in section 16 of the St. Lawrence Seaway Authority Act 
s including all operating costs of the Authority and such reserves as may be approved 
y the Minister. The Authority is of the opinion that it is not necessary to include 
epreciation as an element of operating and maintenance cost and that the amortization 
ver the fifty-year period of the principal of the amounts borrowed together with interest 
eets the requirements of this section. Accordingly, no provision for depreciation has 


2en included in the costs of the year. 


As in previous years, provision was made during the year toward the cost of replacing 
ck, bridge and building machinery and equipment of the Montreal-Lake Ontario Sec- 
on. The provision for 1966, on an estimated replacement value basis, amounted to 
67,000 bringing the amount available for replacement of machinery and equipment at 
ecember 31, 1966 to $6,574,000. 


_ No provision was made in 1966 for replacement of machinery and equipment for 
e Welland Section. 


The following items have been outstanding for several years: 


(a) In 1956 an arrangement was made between the Authority and three municipalities 
whereby the municipalities would contribute $250,000 towards the cost of extending 
the collector sewer which was then being constructed as the main part of the Author- 
ity’s South Shore remedial works. In 1961 two of the three municipalities passed official 
resolutions to accept the 1956 proposal and to share in the $250,000 contribution. The 
Sewer extension was completed in 1963 at a cost of $480,000 and the municipalities 
were billed in February 1964 for their contribution. No payment has been received by 
the Authority from the municipalities, two of which are said to be under trusteeship 
of the Province of Quebec because of financial difficulties. During the year the Depart- 
ment of Justice, on behalf of the Authority, appointed an agent to take legal proceedings. 

(6) The Beauharnois Canal, constructed by the Beauharnois Light, Heat and Power 
Company, was conveyed to the Crown in 1932 with the Company, which has since been 
taken over by the Quebec Hydro-Electric Commission, retaining responsibility for 
certain operating and maintenance expenses of the Canal. The Canal became part of 

| the St. Lawrence Seaway in 1959. The Authority has not been reimbursed its main- 

| tenance expenses on the Canal since 1962 as the Commission takes the stand that 
it is not responsible for these costs because of provincial legislation passed in 1962 
which dissolved the Beauharnois Light, Heat and Power Company. Settlement of the 
issue continues to rest with the federal and provincial governments. 


190 AUDITOR GENERAL’S REPORT, 1966-67 


The following table summarizes for the past two years the expense, income an 
capital expenditure relating to the non-toll canals operated or administered by the 


Authority: 


7 


Year ended December 31 


1966 1965 
Expense— 
Operation and maintenance......-.-.-+s+see eres reeset eset: $ 2,148,000 $ 1,620,000 
Grants in lieu of municipal taxeS.........-. 6s sees eee ee etees 769 , 000 246 ,000 
Portion of Authority’s administration and engineering expenses 
applicable to non-toll canals..........-.. +e eee e eee e reece: 458 , 000 370,000 
3,375,000 2,236,000 
Income from rentals, wharfage, etc..........- +e eee eee ree reese 696 , 000 628,000 
Onerating dofiait.i2i5:.65 Ss Qi NL. AR Pe RA ie a 2,679,000 1,608,000 
Capital expenditure. . 4. ..<0 ai. vn aese ts cere <a eth a eee 35,000 83 , 000 
Operating deficit and capital expenditure recovered from parliamen- 


tary appropriation, 14 6.) tis ek y Ge LEN Bete ne eh oe ke $ 2,714,000 $ 1,691,000 


The operating deficit of $2,679,000 for 1966 was $1,071,000 higher than the 1965 
deficit of $1,608,000. The larger deficit was due mainly to increases of $523,000 in pay- 
ments of grants in lieu of taxes, including $327,000 in respect of 1965 taxes, $199,000 
in employees’ salaries and benefits resulting largely from a 20% wage increase, effective 
January 1, 1966, and payment of a special grant of $150,000 to a municipality for assump- 
tion of responsibility for a bridge. 


250. The Seaway International Bridge Corporation, Ltd. This Corporation was 
incorporated in 1962 under the Canada Corporations Act, R.S., ¢.53, pursuant to section 
24a of the St. Lawrence Seaway Authority Act, R.S., ¢.242, as a subsidiary of The St. 
Lawrence Seaway Authority for the purpose of operating and managing the international 
toll bridge between Cornwall, Ont., and Rooseveltown, N.Y., on behalf of the owners, 
The St. Lawrence Seaway Authority and the Saint Lawrence Seaway Development 
Corporation (a United States Government corporation). The Authority’s interest 1s 
represented by capital stock of $8,000 and promissory notes for $17,000. The Seaway 
Development Corporation’s interest is represented by promissory notes for $17,000 and 
debentures of $8,000. Each entity has four representatives on the Board of Directors. 

Under the terms of the bridge operating agreement between the Authority and | 
the Saint Lawrence Seaway Development Corporation, the annual income from opefa- 
tion of the bridge system, after payment of operating expenses, is to be applied first | 
towards the amortization of the cost of the North Channel Bridge, together with interest, | 


after which the balance of the income is to be divided equally between the Seaway 
entities. 
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The following is a summary of the Corporation’s operations for the past two years: 


Year ended December 31 


1966 1965 
Income— 
RE Se ater eee tee eS aCe. bat a $ 408,000 $ 381,000 
Pa, APOE WE. Lis ateit.. eee 19,000 14,000 
427,000 395,000 
Expense— 
Salaries, wages and employee benefits............................. 171,000 135,000 
Maintenance materials and services....................00......... 16,000 25,000 
Rental of toll collection machines................................ 13,000 13,000 
Grant in lieu of municipal taxes........................0........ 12,000 13 ,000 
Merermsing. Caset soe, Whe, ARLE NO SENOS Nai taroy yuo) 10,000 22,000 
a RE Pi Becta < Fists? < UW ehen« Ye cerseeteceion, Aoce 23,000 22,000 
245,000 230,000 
Net income—transferred to The St. Lawrence Seaway Authority....... $ 182,000 $ 165,000 


The amount of $182,000 was transferred to The St. Lawrence Seaway Authority 
) be applied towards the amortization of the cost of the North Channel Bridge, together 
ith interest, leaving an unamortized balance of $9,724,000 at December 31, 1966. The 
mount transferred was insufficient to cover the interest charges of $473,000 for the 
2ar on the indebtedness of the Authority with respect to the North Channel Bridge. 
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Departmental Operating Activities 


251. A number of government departments engage in extensive trading and servicing 
activities including the buying and selling of commodities and the provision of services 
to the public and to government departments. These activities cover a wide variety of 
operations and are carried out either directly by a department or indirectly through non- 
corporate agencies established for the particular purpose. 


The Financial Administration Act requires Crown corporations to prepare annual 
fnancial statements but there is no similar statutory requirement calling for the prep- 
aration of financial statements by departments and non-corporate agencies engaged in 
trading or servicing activities. A number of financial statements are prepared, usually on 
a cash basis, some of which are examined and certified by the Audit Office. Many do not 
take into account costs of depreciation, interest on capital, and services provided by gov- 
ernment departments without charge. 


For several years we have stated that Parliament should be provided with clearer 
information concerning the financial results of departmental trading and servicing 
activities. Some progress has been made but there are still a number of activities for 
which adequate statements are not prepared and there are cases where more attention 
should be given to the format of the statements in order to improve their effectiveness. 
Such financial statements should be on an accrual basis and should include charges for 
depreciation of buildings and equipment, interest on funds employed and the value of 
services provided without charge by other government departments. A reconciliation 
should be made between the operating results as shown by the statements and those 
recorded on the cash basis. Each balance sheet, which the Audit Office would be prepared 
to examine and certify, should show clearly the year-end financial position of the activity. 


In its Fourth Report 1963 the Public Accounts Committee reiterated the belief that 
“it would be desirable, in order that Members may have a clear understanding of the true 
financial results of departmental trading and servicing activities, were overall financial 
statements reflecting these activities to be included in the Public Accounts provided 
this can be done without undue cost or staff increases”. It requested the Auditor General 
“to continue to keep the development of this objective under close surveillance and t¢ 
report thereon to the Committee in due course”. (See Appendix 1, item 2). 


The Royal Commission on Government Organization in its report on Financial 
Management recommended that the accounts of departments and agencies conducting 
trading and servicing operations should be maintained on an accrual basis to show clearly 
the costs of operations. The Commission also advocated greater use of revolving funds 
and accountable advances which would encourage the use of business-type budgeting 
and the production of meaningful operating statements. 
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| In 1966 the Treasury Board issued a policy circular on the establishment and use 
of revolving funds—to be known thereafter as “working capital advances”—and one 
type singled out involved those providing for the carrying out of a definite activity or 
program. The circular pointed out that the accounting system for an activity or program 
‘should incorporate all costs associated with it, with common service costs to be included 
as memo items when no charge is made. An annual report is required in respect of each 
working capital advance including, where appropriate, (a) a balance sheet, (b) a state- 
‘ment of operations, compared with the budget, and (c) a statement of the disposition of 
the surplus or deficit. Implementation of this program should represent a long step 


towards reaching the objective which we have been advocating, with the support of the 
Public Accounts Committee. 


The following paragraphs show how a number of the larger departments and agencies 


involved in trading or servicing activities have already reached or are progressing 


towards the development of financial statements along the lines indicated. 


252. Agricultural Products Board. This Board operates under the authority of 
the Agricultural Products Board Act, R.S., ¢.4, and consists of a chairman and two 
members appointed by the Governor in Council. The Act empowers the Board, under 
she direction of the Minister of Agriculture and subject to approval of the Governor 
n Council, to buy, sell, or import, and to store, transport or process agricultural products. 
Che Agricultural Products Board Account was established in the Consolidated Revenue 
fund in accordance with section 5 of the Act and all financial transactions of the Board 
re recorded in this Account. The Board’s activities are administered by personnel of the 
Jepartment of Agriculture and the members of the Board also serve on the Agricultural 
tabilization Board. 

__ The Crown’s equity in the Account at March 31, 1967 was $581,000, represented 
y an inventory of 3,138,000 pounds of dry skim milk, at cost. 


A summary of the results of operations for the past two years follows: 


Year ended March 31 


1967 1966 

Ba $ 26,045,000 $ 9,187,000 

Cost of sales— 
Inventory at beginning of year............................... 9,000 747 ,000 
| Ce etree ee ee Te Rite 32,792,000 9,928,000 
Freight, cartage and Semeanee ey. Fe, Aes, 8,1 Me), Lot 477 ,000 41,000 
et Ot Ae i. i a 171,000 60,000 
| EE eat ea anc ea alaidial | — 39,000 


33 , 449,000 10,815,000 
Less: Inventory at end of RE a re 581,000 9,000 


32,868,000 10, 806 , 000 


"np la li gh ce en 6, 823,000 1,619,000 
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Year ended March 31 


1967 1966 


Estimated value of major services provided without charge by 
government departments— 
Interest on working capital...» sss aes a9 “ger me ra 


$ 346 , 000 $ 79,000 


Awooientin gg «0 ls5 5 bo BS A es ROE aE ee ee 40 ,000 10,000 
AdininistraiOtisincv..aet> ms «-co4 > hearer aaeper er “dene 5,000 5,000 
391,000 94,000 


Loss for the Yeats vace- scien + =< 2 na Pie 8 ee ee ria $ 7,214,000 $ 1,713,000 


Loss for the year partially provided fon by— 


Department of Agriculture ba: 2 ie oe hee rer BIR $ 5,663,000 $ 1,619,000 

Government departments which provided major services without 
te rn Aer ONT rrr: cer ncn Pacers 391,000 94,000 
6,054,000 1,713,000 


Portion of loss not provided for—to be recovered from future parlia- 
mentary appropriation... «. 1s). si -aele sins Be ina + + EEE aime 1,160,000 — 


$ 7,214,000 $ 1,713,000 


An analysis of the loss, by commodities, excluding cost of services provided by gov- 
ernment departments, follows: 


Loss 
Sales Costs on sales 
Dry Gite Eso cai 2h ge eee oie a tee $ 18,273,000 $ 21,903,000 $ 3,630,000 
Dry Geis ec hag Bee ed ed hes aw eet 4,409 , 000 7,228,000 2,819,000 
Mead ered 3 525. Bae ele be Be, eee 1,293,000 1,429,000 136 , 000 
Dre whore Mille.) oie os date et ees tee 1,199,000 1,374,000 175,000 
Evaporated and condensed milk.............+-- 863 , 000 925,000 62,000 
Sudan Sorghum Hybrid seed..............-005- 8,000 9,000 1,000 


——— 


$ 26,045,000 $ 32,868,000 $ 6,823,000 


| 253. Agricultural Stabilization Board. The Agricultural Stabilization Board, con- 
sisting of three members appointed by the Governor in Council, was established by the 
Agricultural Stabilization Act, 1957-58, ¢.22, and has the responsibility for stabilizing 
prices of agricultural commodities at levels bearing a fair relationship to their cost of 
production. Stabilization measures take the form of the purchase of commodities at 
prescribed prices, payment to producers of amounts by which prescribed prices exceed 
those determined by the Board to be the average prices at which commodities are cur- 
rently being sold, or payments to processors for the benefit of producers. The Agricul- 
tural Commodities Stabilization Account established in the Consolidated Revenue Fund 
finances the activities of the Board. The net operating losses on the operations of the 


Account and administration expenses of the Board are met out of moneys appropriated 
by Parliament for the purpose. 
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The Crown’s equity in the Account at March 31, 1967 was $2,031,000 represented by 


an inventory of 3,509,000 pounds of butter at a cost of $2,051 
$16,000, offset by advances from customers, $36,000. 


Stocks of butter were reduced by 6,287,000 pounds from the 9,796,000 pounds held at 
March 31, 1966. The inventory of pork was disposed of by sale of 1,217,000 pounds 


to the trade and by destroying 316,000 pounds unfit for human consumption (see para- 
, graph 58 of this Report for further particulars concerning pork destroyed). 


000, and accounts receivable, 


| 
| 


| The results of the Board’s activities for the year ended March 31, 1967 are sum- 
marized as follows: 


Trading operations— 


| Pe ee ee $ 51,935,000 
| Fer ROS mee nt @ AO MOL A tTO oft! bys) 53,417,000 
Bate MANE OOOAUODE......- 5.50.40. l ese. $ 1,482,000 
—by commodities— 
Sales Cost of sales Loss 
Batter. loci $ 40,445,000 $ 40,513,000 ¢$ 68 , 000 
Cheese........ 11,251,000 12,599,000 1,348,000 
| ih = Sena ON 239 , 000 305,000 66 , 000 
| $ 51,935,000 $ 53,417,000 ¢$ 1,482,000 
SSS ——— — — 
, Deficiency payments— 
Sener re ER 0 PEL SES Fo 8 esi ceed cccccecce. 10,150,000 
US BOR: a oe 648 , 000 
SR 20,000 
—————_____ 10,818,000 
Payments for stabilization of prices— 
Butterfat content of milk and cream........................ 76,370,000 
Estimated value of major services provided without charge by govern- 
| ment departments— 
Interest on OT 3,391,000 
| ES ce 656 , 000 
| A Ron os se ae ccc vas cs............. 163,000 
es ee ee ee OUTS 51,000 
| RMON ns. , EG ENGY POON Beenie ro Vhs 31,060 
| Sepnenn Cermmnee, bans: SG frei lors 6 soe. e. 24,000 
| 4,316,000 
I aa) oe $ 92,986,000 
| Loss for the year provided for by— 
Department of Agriculture Vote Ua hin Ch bak tas 54> 4 4 v cae « ae 88,670,000 
Government departments which provided major services without charge........... 4,316,000 


$ 92,986,000 
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For the purpose of stabilizing the price of milk, the Manufacturing Milk and Crear 
Stabilization Order (1966) authorized payments, for the benefit of producers, on manu 
facturing milk and cream delivered by producers in the period April 1, 1966 to Marek 
31. 1967. For each hundred pounds of milk delivered, 75 cents was paid directly to pro 
ducers, and in June 1967 a further 2.7 cents per hundred pounds of milk was paid to the 
producers who had received the subsidy during the year. At March 31, 1967 the Boare 
estimated that the subsidy at the rate of 2.7 cents per hundred pounds would amount t 
$2,721,000. No provision for this payment was made in the accounts nor is it included 
‘n the above summary of the Board’s activities for the year. 


254. Department of Agriculture Revolving Fund. Vote 783 of Appropriation Ac 
No. 5, 1955, 1955, c.60, authorized the operation of a revolving fund for the purposes 0! 
fnancing the production of new and improved varieties of seeds, and the acquisition 
maintenance and development for experimental purposes of livestock, poultry and eggs 
including administrative expenses of all authorized projects. 

The Crown’s equity in the Fund at March 31, 1967 was $238,000, represented by 
snventories of livestock and cereal and other crops held for research, $160,000, forage 
crop seed, poultry and swine for production and marketing, $65,000, and net account 
receivable, $13,000. 

A summary of the results of operations for the past two years follows: 


Year ended March 31 


1967 1966 


$ 667,000 $ 660,000 
409 , 000 465,000 


Chives protitinny Galesiis. least 5.1528 eae Ot: Oy eee eee 258 , 000 195,000 
Expense— 
Research Branch.........:4i8%02 3.4 Ses Bee eee eee 188,000 142,000 
Production and Marketing Branch: ...<.Acesnk «ees see eee ee 315,000 253 ,000 


503 , 000 395 , 000 
Net Jone Or: OperaGheins i555 oe. «5 <i dk gty te late ee adele ate alah ee 245 ,000 200 , 000 


Deduct: Estimated value of major services provided without charge by 


government deparimon tes. ..35 a2 44 once aig’ ele Oe dni > Soe eG 335,000 339 , 000 
Surplus, transferred from the Revolving Fund as revenue............... $ 90,000 $ 139,000 


255. Airport operations. The capital investment of the Department of Transpo! 
in airports and associated facilities, including aircraft, aircraft spares and special equ 
ment, as at March 31, 1967 was $685,900,000 compared with $651,318,000 at the end’ 
the preceding year, a net increase of $34,582,000. | 


he year, together with compa 


; 
) 
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The following is a summary of the revenue from civil aviation airport operations for 


rable figures for the preceding year: 


Year ended March 31 


= Nea Sees Oe 21 Re 
1967 1966 
Aircraft landing fees— 
SERGE oer ae nn et ee A, le TOS DL $ 5,903,000 $ 5,006,000 
MEN 6k ivsie et sees oe bhcetees,ccs 4,741,000 4,355,000 
Pe ermbmedes Oe wid... ndash vio}. arto essen owas), 1,422,000 1,282,000 
PP AOS ath otk Laker ses enencec.:. 22,000 21,000 
12,088,000 10,664,000 
Rentals— 
Office, shop and garage pelted gee PM AG da. 2,456,000 2,609 , 000 
Une AeemD. rere! fT AO Viethen) Yi 419,000 355,000 
tie PH LOAN Alida och Od aaek Bib..iae,... 121,000 118,000 
eee... 1,383,000 1,277,000 
4,379,000 4,359,000 
Concessions— 
Peon Ort OMe tees. UI Yk uibor og 2,792,000 2,361,000 
PO MO MR. 4,267,000 3,669,000 
7,059,000 6,030,000 
OT ee 2,747,000 2,755,000 
re $ 26,273,000 $ 23,808,000 


The provision for 
lance” 


“Airports and Other Ground Services—Operation and Main- 
(included in Department of Transport Vote 30) was charged with expendi- 
‘es totalling $28,892,000 for the year 1966-67, an increase of $2,443,000 from the cor- 
ponding figure of $26,449,000 for the preceding year. The excess of expenditure on 
ways and airports (excluding new construction) over revenue received from airport 


erations was therefore $2,619,000, a decrease of $22,000 from the preceding year’s 
Ire of $2,641,000. 


The operating results thus recorded are on a cash basis and do not include any 
vision for amortization of airport construction costs, interest on funds employed, or 
‘er costs such as a portion of the expenditure charged as air services administration, 
ich would have to be taken into consideration if the actual net costs of civil aviation 
dort operations were to be determined. The Department does, however, maintain 
ounts on an accrual basis for its operations at 17 of the major airports, which together 
ount for approximately 90% of the revenue from civil aviation airport operations, 
| prepares therefrom periodic financial statements for management purposes. In pre- 
us years a consolidation of these statements, which included provision for depreciation 
‘vil aviation facilities (though not for the other costs referred to), Was given as an 
endix to the Department's section of the Public Accounts. 
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In this year’s Public Accounts, Volume II, pages 40.73 and 40.74, in lieu of this 
form of a consolidated statement there appear Consolidated Statements of Operating 
Results and Investment Position for 113 airports for the years ended March 31, 1967 
and March 31, 1966. Provision was made for depreciation, interest on investment, admi- 
nistrative overhead, and employee fringe benefits. These statements show that the 
Department incurred a loss of $39,912,000 on operations for the year, an increase of 


$1,244,000 over the loss of $38 668,000 for the preceding year. 


256. The Board of Grain Commissioners for Canada. This Board, consisting of a 


chief commissioner and two other commissioners appointed by the Governor in Council, 
is responsible for the administration of the Canada Grain Act, R.S., ¢.25, including the 
inspection, weighing, storage and transportation of grain, the fixing of tariffs, the estab- 
lishment of standards and any other matter relating to the handling of grain. 


The following is a comparative summary of the results of operations for the past 


two years: 


Year ended March 31 


1967 1966 
Expenditure— 
Salaries, allowances, 6teid::. «ceeds ests see est FF ek tea tee $ 5,238,000 $ 4,851,000 
Kmployee bencfiten ic ech. ca ta dha set ents cd ety tas SA 342,000 291,000 
Bee eet ae re ee aS Tn id wee ole 5, Sk ee eee 200 , 000 211,000 
PT Eel phic. e ici. GARE oe wea wee Pca Pee chert = ees 185,000 187 ,000 
Printing and stationery tes oad oc ele wt we ee ee ee = eee 84,000 63 , 000 
A chee c's «oc CE a cs Sad tet A OS ea 320,000 266 , 000 
6,369 , 000 5,869,000 
Revenue— 
Tienectiont i a.tt eee oh Ts St Es Ae ee 3,876,000 3,084,000 
Wet G ste vo dian’ rsa Sees He Re Anema eo bun Acne 1,901,000 1,493,000 
Registrations and cancellations.............. see eee e eee teens 116,000 91,000 
Tinea n eS eh oa ote heii Rees WSS a LEE as Meee ee 28 , 000 28,000 
Oro sca Bs wnceracancins saad «hres SOA ema eee me 14,000 20,000 
5,935,000 4,716,000 
Excess of expenditure over revenue......... 000 cece cree cree tenes $ 434,000 1,153,000 
Excess of expenditure over revenue provided for by— 
Department.of Agriculture Vote: 50... 6. nips nce e se me ce es $ 5,954,000 5,507 , 000 
Canain Grain Act, RB. c: 25; section 4.0....5052. 56 oe te he 53 , 000 51,000 
Government departments which provided certain major services 
UHR ORT yd wh ec aires se ea nid ead 362,000 311,000 
, 6, 369 , 000 5,869,000 
Less: Remittances to the Receiver General......... 5,935,000 4,716,000 
$ 434,000 $ 1,153,000 


The increase of $387,000 in salaries, allowances, etc., was due mainly to increments 
in rates of pay and additional casual and overtime wages paid as a result of the move- 


ment of larger quantities of grain. | 
| 


{ 


| 
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The increase of $1,219,000 in revenue reflects the results for the ful] year of a 50% 
> a in fees effective August 1, 1965 and the movement of larger quantities of grain. 


257. Canada Pension Plan Account. The Canada Pension Plan, 1964-65, ¢.51, pro- 
vides for a comprehensive program of contributory old age pensions and supplementary 
benefits for most persons in the work force in Canada, whether employees or self- 
employed, with the exception of those in the Province of Quebec who are covered by a 
parallel provincial plan. 
| Section 110 of the Act established the Canada Pension Plan Account within the 
accounts of Canada to which all contributions, interest and other amounts received under 
ihe Plan are credited and to which benefits and other payments under the Plan, including 
idministration costs, are charged. Section 111 established within the accounts of Canada 
the Canada Pension Plan Investment Fund in which investments in provincial and 
ederal securities are recorded. 

__ The Act requires the Minister of National Health and Welfare to make an annual 
eport to Parliament on the administration of the Act, including a statement showing 
mounts credited to or charged to the Canada Pension Plan Account and the Canada 
*ension Plan Investment Fund during the year. There is no provision in the Act for 
ertification of this statement by the Auditor General, although such a provision would 
ppear desirable. 

The following is a summary of transactions in the Canada Pension Plan Account for 
ae year ended March 31, 1967, and for the period January 1, 1966 (date of inception ) 
) March 31, 1966: 


Year ended January 1, 1966 
| March 31, 1967 to March 31, 1966 
Balance at beginning of Peete LA caeus lets fe ee le. $ 89,406,000 $ — 
Receipts— 
Contributions from employers and BIMDIOVECS:. «5 ss ones civ nv x 587 , 202,000 94,880,000 
interest ‘on investments .0)..0.00 8 es, ce) 11,007,000 — 
Interest on the operatingrbalancey 6 er. rc er. oor). os 1,077,000 37,000 


aS IM 8 so a wie od nc vb 617,000 — 


599 , 903 , 000 94,917,000 


Disbursements— 
| Administration expenses................................ 8,377,000 5,511,000 
| Retirement benefit payments............................ 51,000 ee 
8,428,000 5,511,000 
Excess of receipts over disbursements for BDO VOGE fo. % es 591,475,000 89 , 406 , 000 
EE $ 680,881,000 $ 89,406,000 


This balance comprised: 
TN iio ie ce cwatics ax. ¢-:cses..... 615,521,000 $ 34,853,000 
ene alana Tee LOE BOG Pp 65,360,000 54,553,000 


$ 680,881,000 $ 89,406,000 
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Transactions are recorded in the Account on a cash basis and hence no amount has 
been included for contributions relating to periods prior to March 31, 1967 but received 
after the year-end or for accrued interest of $8,230,000 on investments. 

The item “Other income” comprises $339,000 refunded by the Unemployment In- 
surance Commission in respect of an overcharge in the previous period of amounts relating 
to the registration of employees, $263,000 in penalties and interest on late payments of 
contributions and $15,000 derived from electronic data processing services performed 
for others. 

Retirement benefit payments commenced in January 1967 and there were 3,475 
recipients of pension benefits at March 31, 1967. Survivor benefits for eligible recipients 
will become payable in February 1968. 

The following schedule shows the administration expenses charged to the Account 
during the year with respect to services provided to the Plan by various government 


agencies: 
Department Department Unem- 
of National of National ployment 
Health and Department Revenue Insurance 
Welfare of Finance (Taxation) Commission Total 
Balariea. 4's su 13 $ 836,000 $ 357,000 $ 3,295,000 $ 296,000 $ 4,784,000 
Office expense, sta- 

tionery and equip- 

REE ton aos a ben 'ttas 50,000 202 ,000 523 , 000 71,000 846 ,000 
PO es 9 eo 163 ,000 5,000 539 , 000 2,000 709 , 000 
Accommodation...... 65 , 000 54,000 384,000 28,000 531,000 
Employee benefits... . 74,000 20, 000 344,000 14,000 452,000 
Adwertining kj was os 5 218,000 — 215,000 — 433 , 000 
hate Se rent rsh. oe 147 ,000 46 ,000 372,000 57,000 622,000 


ee ae ae eee Ss eee 


eee 


Administration expenses, which increased by $2,866,000 to $8,377,000, reflect furthe 
developments in the establishment of the Canada Pension Plan organization. Increase 
of $3,014,000 in salaries and employee benefits, $683,000 in travel expenses and $310,00! 
for accommodation, offset by a decrease of $1,305,000 in advertising expense, mainly ac 
count for this increase. | 


In our 1966 Report (paragraph 231) we noted that the Treasury Board had give: 
to the Department of National Health and Welfare, as the department administerin’ 
the Plan, the right to review charges made to the Canada Pension Plan Account b 
other departments. This review has not yet been made but an interdepartmental com 
mittee has been formed and, subsequent to the year-end, meetings were held to cor 
sider the manner in which the review is to be conducted. 

The Act restricts the investments of the Plan to securities of Canada or th 
provinces, or securities guaranteed by the provinces, which are not negotiable, transfel 
able or assignable. The amount available for investment in provincial and federal secur 
ties at each month-end is determined by deducting from the uninvested balance in th 


} 


| 
( 
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Account the estimated amount required to meet all payments during the following three 
months. This amount is allocated monthly to the various provinces in the ratio that 
contributions originating in each province bear to the total of all contributions. Any 
_ balance not required for the purchase of securities offered by a province is to be invested 
. in securities of Canada. The rate of interest on securities purchased for the Investment 
| Fund is determined generally by the average rate of interest on outstanding obligations 


_of Canada at the time of purchase. 


At March 31, 1967 securities of Canada and the 


| provinces bearing interest at rates 
| varying from 5.29% to 5.61% were held as follows: 


PCT eee $ 352,697,000 
| RUT ihn ent ee ee hee eititsves tees ee 89,484,000 
| Ee ee ee 54,135,000 
| RN Re i eS ines ae cis ov envseis-seeeeccs. 37,016,000 
| ee rR a teeter. SONI, bola funda yyotlifbat 25,894,000 

EES SE een ER inal 22,663,000 

NE NABI oh Lhe resistors erevevreenakaexnreiese, 17,679,000 

TEE TE SE a 11,693,000 
| (OUTER ean a re 1,998,000 
| og a, 368, 000 
| Canada 


ee eee eet SRP esas s 1S. eae wes oS LR 1,894,000 
ee 


$ 615,521,000 


Judges and members of the Armed Forces and the Royal Canadian Mounted Police 

employed in the Province of Quebec are excluded from participation in the Quebec 
Pension Plan and have been brought under the Canada Pension Plan. As their employ- 
ment is in the Province of Quebec, their contributions and those of their employer to 
she Canada Pension Plan have been allocated to that Province and at March 31, 1967 
Vanada Pension Plan moneys amounting to $368,000 had been invested in securities of 
‘he Province of Quebec. 
) 
| 258. Canadian Government Elevators. The Canadian Government Elevators com- 
orise six elevators located at Moose Jaw, Saskatoon, Calgary, Edmonton, Lethbridge and 
*rince Rupert, which are operated by the Board of Grain Commissioners for Canada 
inder authority of section 166 of the Canada Grain Act, R.S., ¢.25, and Order in Council 
*.C. 1372 of August 19, 1925. 


_ The Crown’s equity in the Elevators at March 31, 1967 was $11,404,000 repre- 
ented by: fixed assets, $10,652,000; working capital, $747,000; and advances for recover- 
ble freight charges, $5,000. 
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The following is a summary of the results of operations for the past two years: 
Year ended March 31 


1967 
Operating revenue— 
Wlovationd.¢is.ccs es «42% oe ewidh wie a piee Rly aie apne Bree ee 757,000 
StOPage.. casueeces ss bs wali eies 64 620d oes bins ery el ee 316,000 
GSO TALTG sivas a aldo pik hen a lela Bian Whe mele scenes Oe re 227 ,000 
rybrie oso. eo oe se ee ae ee 106 ,000 
Clearittig occ i 5 5:5 0a ox Sins on wleis comely nnintens enn ee ue ee 100, 000 
yt) a Wee re 71,000 
1,577,000 
Expense— 
Salaries ANd WAQES........ ccc cece reese erence areeescensnesans 1,126,000 
Employee bencfite (2's sd ae eens cone ge meee teenies 70,000 
Maintenance—buildings, plant and equipment..........-..++-- 218,000 
Cranta in lieu Of taxGd: jaaccanc coin face oe 00s 4s bene 153 , 000 
Petwer) ova ee ee a we eee 8 o's ee 110,000 
Fes iot.;; «occ doe ee oe So A mmo Deh! oe wee ee 81,000 
Accounting and cheque issue.........6. 2. eee eee eee eee tee ene 9,000 
CPC ON ten oc he ek bd oak eT UE PSD LD Ae ee nk 2 ae ee 32,000 
1,799,000 
Operating loss, without provision for depreciation.............+... 222,000 
Operating loss provided for by— 
Department of Agriculture Vote 50......... 0.0. ces eens ene eees $ 1,790,000 
tovernment departments which provided certain major services 
WOE LP AAPEO s05 Sc.c.c reicen ks piles lldiwin 6 et ere weecas e e 79,000 
1,869,000 
Less: Remittances of revenue to the Receiver General........ 1,647,000 
$ 222,000 


$ 


1966 


581,000 
357 ,000 
143,000 
198,000 
123,000 
80, 000 


1,482,000 


1,047,000 


64,000 
128,000 
150,000 
112,000 

80, 000 

9,000 

48 , 000 


1,638,000 


$ 


156 ,000 


$ 1,585,000 


73,000 


1,658,000 


$ 


1,502,000 


156 , 000 


The increase in elevation revenue was due to the increase in grain handled fro 
20.8 million bushels in 1965-66 to 27.7 million bushels in 1966-67. The decline in reven’ 
from storage was a result of a faster turnover of export grain. Dry weather in the autun 
of 1966 reduced the use of the drying facilities at the elevators resulting in a decrea 


in revenue from this source. Cleaning revenue declined because of the improved cont 


tion of grain received. 


Salaries and wages increased by $79,000 as a result of the additional volume of gré) 


handled and increments in rates of pay. 


A loss of $91,000 during the year by the Lethbridge elevator was the twenty-seco 
consecutive annual loss, the accumulated deficits totalling $1,034,000. 
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| 259. Canadian Government Printin 


| g Bureau. The Canadian Government Printing 
| Bureau, a branch of the Department of 


Defence Production, operates the printing plant 
in Hull, Que., and small printing units across Canada. Its operations are financed by 

means of a working capital advance (the Queen’s Printer’s Advance) provided for by 
section 37 of the Public Printing and Stationery Act, R.S., ¢.226. The Advance may not 
exceed four million dollars plus the a 


mounts due by government departments and 
agencies. 


The Crown’s equity in the Advance at March 31, 1967 was $1,415,000 represented 
by inventories of work in process, materials and supplies of $1,440,000 and accounts 
receivable of $876,000 offset by accounts payable of $901,000. 


| The following is a summary of the results of operations for the year ended March 
31, 1967: 


| RRs Rh seh ea. tn. wl, Lave. oe, ke 14,531,000 
ees gc css uses 1,263,000 
ee mmrCNG wee canbe 6. TT Gibbens tats 690,000 

573 , 000 
Stresses ees, ew 8,000 
Profit, transferred from the Advance OE TIE AA POMC a i655 bon ca iis. esgst.s ohdc dienes sc... $ 581,000 


Comparable figures for the year ended March 31, 1966 are not available because 
the activities of the Canadian Government Supply Service in that period were also 
financed by the Queen’s Printer’s Advance. 


Cost of sales does not include depreciation, interest on funds employed, accommoda- 
tion, or the value of other services provided without charge by government departments. 
However, the full cost of equipment purchased during the year, $549,000. has been 
included (see paragraph 202 of this Report). 

According to the Public Printing and Stationery Act, all printing, electrotyping, 
stereotyping, lithographing, binding and other work of a like nature required for the 
Purposes of Parliament and the several] Departments of the Government shall be executed 
it the Canadian Government Printing Bureau. However, because of lack of technical 
sapacity in the Bureau and for other reasons, various types of printing contracts have 
deen, for many years, negotiated with private commercial printing firms. The value of 
>urchase orders entered into with these firms during the year exceeded $11 million. 


260. Canadian Government Supply Service. This Service is financed by a revolving 
‘und which was established on April 1, 1966 by Vote L18e, Appropriation Act No. 4, 1966, 
966-67, c.6, “(a) for the purpose of acquiring and managing stores, for manufacturing, 
reducing, processing or dealing in stores or materials, and (b) for the purchase and 
upply of repair services for office furniture and equipment, and for freight services, for 
ederal government departments and agencies...” The purpose of the revolving fund 
‘as been further extended by Vote L13g, Appropriation Act No. 2, 1967 , 1966-67, c.85, to 
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yrocurement of insurance coverage at bulk rates on the movement ¢ 


include “(a) the } 
household effects; and (b) the financing, in the 1966-67 and 1967-68 fiscal years, of th 


cost of hotel accommodation in Montreal during the period of the Canadian Universal an 
International Exhibition, Montreal, 1967 . . .” The Fund may not exceed ten millio 
dollars plus the amounts due by government departments and agencies. At April 1, 19¢ 
the amount of $1,908,000 representing the portion of the Queen’s Printer’s Advan 
Account relating to the Supply Service was transferred to the Supply Service Revolvir 
Fund. This included inventories of $1,894,000 and work in process of $1,500. 


The following summary shows the operating results of Supply Service activities f¢ 


the year ended March SL pau 


$ 16,528,000 


Valeda a yine sawn we wha) war saree DMM pe) Pk eae ee ea eee 
Cloak of BAIOS, ¢. a vik v4 Sb eae Rae Ne ag ee ee 16,516,000 


$ 12,000 


The cost of sales does not include interest on funds employed, accommodation, 
the value of services provided without charge by government departments. 


261. Defence Production Revolving Fund. Section 16 of the Defence Producti 
Act, R.S., ¢.62, established the Defence Production Revolving Fund for the purpose 
acquiring, storing, maintaining and transporting stocks of materials or defence suppl 
orking capital loans and advances to persons engaged in defence wol 


and providing w 
eed $100 million, a limit which has not be 


The balance of the Fund may not exc 
approached in recent years. 

The balance of the Fund at March 31, 1967 was $34 million which included $8 m 
lion representing the cost of the inventory of strategic materials and stolen cobé 
The realizable value of these materials was estimated at about $3 million and the pote 
tial loss is commented on in paragraph 64 of this Report. 

Also included in the year-end balance were loans of $10 million to manufactur) 
to assist them in the acquisition of capital equipment. These loans, which in our opini 
were made contrary to section 16(2)(c) of the Defence Production Act, are commen 


on in paragraph 65 of this Report. | 
The Fund’s operations for the past two years may be summarized as follows: 


Year ended March 31 


Hinlen of delanta supplies at cost.iui.<0. vows Hoste. BR..5< 46 eS $ 33,095,000 $ 69,744,000 
Litre SHOOIOR: b4c5 ica nck» Ae ane k cate Le eek tect 2 ade $ 1,012,000 $ 473,000 
Pet i BRR TE TORCOTISIS BOI. s,s cclon s batn + epee as Qe ee es 76,000 5,000 | 
Revolving Fund surplus for the year............. 00sec eset eens $ 936 , 000 $ 468 , 000 


The decrease in sales is due to the completion of the F-104G aircraft product 
program. 
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Interest income of $943,000 and profit of $1,000 on the sale of antimony have been 
transferred from the Revolving Fund as revenue and a further $69,000 of interest is to 
be so transferred when collected. 
| 262. National Film Board. This Board was established in 1939 by the National Film 
\Act, R.S., c.185, to initiate and promote the production and distribution of films in the 
national interest. The Act also established the National Film Board Operating Account 
in the Consolidated Revenue Fund, which has been credited with amounts provided by 
annual parliamentary appropriations for “Administration, Production and Distribution 
of Films and Other Visual Materials” (National Film Board Vote 1), amounts trans- 
ferred from appropriations of other government departments in respect of work under- 
taken for them, and receipts from other operations of the Board including the sale and 
rental of films and other visual materials. With the exception of expenditures on capital 
equipment acquired for its own use which have been charged to National Film Board 
Vote 5, all expenditures of the Board have been charged to the Account. The Account, 
however, includes the cost of capital equipment acquired for the Canadian Government 
Photo Centre in Ottawa, as authorized by Vote L30, Appropriation Act No. 5, 1963, 
1968, c.42. 
| The equity of the Crown at March 31, 1967 was $3,637,000 compared with $2,785,000 
ut the end of the previous year. This is represented by a balance of $1,976,000 in the 
National Film Board Operating Account, including $165,000 for equipment of the 
Janadian Government Photo Centre, and capital equipment having a net book value 
of $1,661,000. 


The following is a summary of expense and income for the past two years: 


| Year ended March 31 


1967 1966 
| Expense— 
Production of films and other visual materials for: 
| Be eu OMT, eee lee eg 4,541,000 $ 3,866,000 
Government departments and others....................... 4,478,000 3,769,000 
SE Ee 3,199,000 2,844,000 
Estimated value of major services provided without charge by 
government departments................................., 1,334,000 1,166,000 
Administration and @eneral services... ........cesu--........., 1 , 237,000 1,057 ,000 
Depreciation on equipment.................................. 330,000 358 , 000 
| 15,119,000 13,060,000 
Income— 
| Sale of films and other visual materials....................... 5,074,000 4,205,000 
I PO ins gee oe ode oe occ csc cn... 821,000 818,000 
NC ea ch ene Arad tee bent: cae wonders 68, 000 41,000 
Canadian Government Photo Centre—net profit for the year.... 63 , 000 15,000 


| 6,026,000 5,079,000 


Seana. 2... 00. bt Gee............................... $ 9,093,000 $ 7,981,000 
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Year ended March 31 


1967 1966 
Net expense provided for by— 
Parliamentary appropriations. .......---6sssee eee eee eee e eee $ 7,429,000 $ 6,457,000 
Government departments which provided major services without 
charge. |. c<iy2h axe es ste nes sng eins pag ee eee eras 1,334,000 1,166,000 
Depreciation. «lec ise. sc oss 49 0p aly es i oe rer er ee 330 , 000 358 , 000 


$ 9,093,000 $ 7,981,000 

The gross expense increased by $2,059,000 or 16% over the total for the previou 
year. The greater part of this amount resulted from an overall increase of $1,384,00 
in the combined production costs of films and other visual materials, of which $709,00 
related to productions sponsored by government departments, agencies and others, any 
$675,000 to the regular production program. 

Income increased by $947,000 or 19% over the previous year. Special projects fe 
the Canadian Corporation for the 1967 World Exhibition and the Centennial activitie 
of various government departments were contributing factors. 

In our Reports for the past two years we have recommended that the value ¢ 
major services provided without charge by government departments be integrated int 
the costing system to produce more accurate costs of production and administratio) 
We have been advised that the study of this subject was commenced last year by th 
Board and officers of the Treasury Board but has not yet been completed. Remedi 
action has been taken in several areas where we have found the internal control to 
weak. The duties of the internal auditor have been defined and a manual of accountim 


procedures and an internal audit program are being developed. 
| 


263. Post Office. The Post Office Department operates under the authority of th 
Post Office Act, R.S., ¢.212, which provides that the Postmaster General shall administe 
superintend and manage the Canada Post Office. | 

The following is a summary of the results of operations for the past two years ' 
recorded by the Department in the Public Accounts: 


t 
| 
| 
f 


Year ended March 31 


1967 1966 


CA TMU POUR. te aka oot naw tees earth $ 295,443,000 $ 275,994,000 | 
Reenensen wead trots reve oc. Osc ORs hace ek ke tad OS 42,100,000 38,512,000 | 
ERO EER POU al es ot ul Sag eas eek ee LES 253 , 343 , 000 237 , 482,000 
Other revenue— 
pieecnmareias | Clit oes Oe ob te eee 2 eee 87,000 56 , 000 | 
Estimated: | 
Value of mail and other services provided without charge | 
to other government departments.................... 6,275,000 4,793,000 
Interest on Money Order Account...................... 2,511,000 2,631,000 | 
Interest on funds in Savings Bank Account.............. 1,158,000 1,226,000 
263,374,000 246 , 188,000 
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| Year ended March 31 


1967 1966 
Expenditure from parliamentary appropriations— 
) ss tie ALE oe Lee ee eC $ 181,787,000 $ 160,948,000 
| RP EP eae ee ees en oe AT) Sse 78,904,000 72,575,000 
| Administration, financial OAC Dain iiwiente seh dveinnin bla on 7,803,000 6,683 , 000 
Interest on Savings Bank accounts......................_. 516,000 547,000 
| 269,010,000 240,753,000 
Estimated value of major services provided without charge by 
other government departments— 
epwrmmcmnienaa, eka. PITS 0. 19 oer |. Jou oho 27,811,000 25,529,000 
Contributions to: 
Publie Service Superannuation CER s Roce oa 9,439,000 9,041,000 
Canada Pension Plan and Quebec Pension Plan.......... 2,857,000 — 
| Employee group surgical-medical insurance.............. 1,137,000 1,103,000 
Accounting and cheque issue services..................._. 638 , 000 650, 000 
Employee compensation................................ 246 , 000 270,000 
, 311,138,000 277 , 346,000 


OE ne a a $ 47,764,000 $ 31,158,000 


| 


_ The $19 million increase in gross revenue was due chiefly to increases of $12.5 million 

"om postage meters, $5 million from the sale of postage stamps and $1 million from 
ird class mail. The $28 million increase in expenditure from parliamentary appropria- 

ons was due mainly to increased salary costs of $20 million and an increase in costs 
mail conveyance of $6 million. 


In summarizing its operations for the year 1966-67 the Department has included 
wee items which heretofore have not been taken into consideration in reporting the 
| 


et operating deficit or surplus of the Post Office in the Public Accounts. These items, 
gether with the comparable amounts for the previous year, are: 


| Year ended March 31 


— 


1967 1966 

Revenue— 
Interest on Money Order Account at ee Ag ee $ 2,511,000 $ 2,631,000 
Interest on funds in Savings Bank Account at Se, RP ai et at 1,158,000 1,226,000 
3,669,000 3,857,000 

Less: 

Interest paid on Savings Bank accounts at Le TEES ee 516,000 547 , 000 
Total additional revenue recorded (net)...............ceceeceeee $ 3,153,000 $ 3,310,000 


Interest paid on Savings Bank accounts continues to be recorded as expenditure 
the Department of Finance and that Department benefits, through lower interest 


sts, from the large balances in the Money Order Account and the Savings Bank 
count. 
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We understand that the decision to take credit for additional revenue in this wa; 
was made by the Post Office Department without consultation with the Departmen 
of Finance which has given no recognition in its section of the Public Accounts to th 
additional costs which it must acknowledge if the Post Office Department is to receiv 
credit for the value of the balances held in these two Accounts. 


Such unilateral action by a department in presenting its figures 1s improper. 


264. Queen’s Printer—publishing activities. In accordance with the provisions ¢ 
the Public Printing and Stationery Act, R.S., c.226, and Orders in Council made pursuan 
to the Public Service Rearrangement and Transfer of Duties Act, R.S., ¢.227, the De 
partment of Public Printing and Stationery is charged with the function of procuremer 
of print for books and publications and with the distribution of parliamentary, depari 
mental and other publications. The operations include the printing of the Canada Gazetti 
the Statutes of Canada and other government publications. 

A summary of expenditure and revenue for the year, together with comparab. 
figures for the preceding year, follows: 

Year ended March 31 


1967 1966 
Expenditure from parliamentary appropriations— 
Printing and binding official documents..............+....44.- $ 2,156,000 $ 1,547,000 
A atripiion. OF ODICIACOCUMENUS. ..ccc.ch ch carbs sen cue wa See 1,358,000 1,072,000 
AUiasiniatraticive oc JGhe LGA dia. sens ed te dn he Sane Poem 249 ,000 204 , 000 
Printmei Canadas. Gazetto:s20 ss sali ane. sae ae Se ae 236 , 000 182,000 
Printing and binding the Statutes of Canada................... 22,000 49 ,000 
4,021,000 3,054,000 
Estimated value of major services provided without charge by | 
government departments— | 
CATE Y NS GL ATIK OG DIAM LS cecil a etches pk SRG id RO see State ee 755, 000 830, 000 
PR OCARINA; stig te, acters vas bapa ORE. og A ARS ee Ro at 331,000 285 , 000 
Contributions to Public Service Superannuation Account........ 49 , 000 53,000 
A aN LAG CAT CO ECIIEHIOSIIG So 2105.55 5 & ahs a nase eo aed alee Cae ee 23 , 000 35,000 
Contributions to Canada Pension Plan and Quebec Pension Plan. . 13,000 ian | 
Employee surgical-medical insurance premiums................. 6, 000 5,000 | 
Employee compensation payments............. 000s eee eeeees — 1,000 | 
1,177,000 1,209,000 | 
5,198,000 4,263,000 | 
Revenue— | 
ERORORUS SPOTERIER. ooo. Sos Vea e ets ita ye ck eee 1,922,000 1,626,000 | 
OU EE en ne ae oe ene 192,000 200,000 
Commissions on sale of publications issued by international or- | 
ganizations of which Canada is a member nation............. 37 , 000 49,000 | 
Royalties from copyrights on government publications.......... 41,000 27,000 
Service fees for art work performed for other government depart- 
eh ta A Soi ak eS eR dl oy «el 24,000 18,000 
2,216,000 1,920,000 


Excess of expenditure over revenue.............0.00 cee eeeceuee $ 2,982,000 $ 2,343,000 


eee re " 
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Expenditure for the year was $935,000 or 227% over that of the preceding year, due 
mainly to special publication projects for Centennial year. Included in the costs of print- 
ing and binding official documents are expenditures of $81,000 to cover the cost of 
documents distributed free to Members of Parliament and to organizations approved by 

the Governor in Council. Gross revenue increased by $296,000 due principally to in- 
creased sales of publications. The Department handles the distribution of publications 
for several government departments and agencies at an estimated annual cost of $150,000 
without recovering these distribution costs from the departments concerned. 

The Queen’s Printer has been provided by Parliament with a revolving fund estab- 
‘lished by Vote L33a, Appropriation Act No. 10, 1964, 1964-65, c.84, as amended by 
‘Vote L65e, Appropriation Act No. 4, 1966, 1966-67, c.6, for the purpose of paying for 
‘the printing of publications by commercial printers. The revolving fund may not exceed 
$250,000 plus amounts due by government departments and agencies. The balance of the 
revolving fund at March 31, 1967 was $1,209,000 representing amounts owing by depart- 
ments and agencies. 

The sales operation of the Department is handled by a mail order office in Hull, 
Que., and by six Queen’s Printer’s bookshops located in the larger Canadian cities. In 


addition, sales counters are located in the Parliament Buildings and the National Gallery 
in Ottawa. 


The retail value of inventories of publications held at the government bookshops 
and sales counters at March 31, 1967 was estimated by the Department at $458,000. 
However, there is no estimate available of the value of inventories in the mail order 
office at headquarters and of those on consignment to various agencies. 


Although the Department maintains statistical records of sales made at the various 
bookshops, there are no adequate records for controlling the stock at each store or for 
determining precise information as to the results of operations. Most, although not all, 
of the stock is charged to the stores at retail price but there is no inventory record 
maintained at the store with which the stock on hand may be reconciled. In arriving 
at profit figures from the stores, “cost” is arbitrarily established at approximately 50% 
of the selling price, a method which will not disclose actual results of operations. There 
we thus no reliable figures available as to the operating results of the bookshops. AI- 
hough the situation with respect to inventory control has been referred to in previous 
Reports, no substantial improvement was evident during the year. The Audit Office took 
v physical inventory of publications on hand at one of the larger bookshops but, because 
of the many errors in the headquarters’ control accounts, the manner in which they 
vere maintained and the lack of an effective internal control system, we were unable to 
‘econcile the value of the stock counted with the control account. 


In our previous Reports we have stated that no inventory control records had been 
stablished for publications held on a consignment basis from other countries and from 
nternational organizations of which Canada is a member. We also stated that inventories 
eld by the Department had not been reconciled with the inventory balances reported 
4y the consignors. Inventories of the consignment stock of the international organizations 
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at March 31, 1967 were purchased, with the approval of the Treasury Board, for an 
amount of $158,000. However, final settlements for these consigned stocks have not yet 
been made with the several international organizations. 

A bulk publications store, which functions solely as a warehouse from which the 
mail order office, bookshops, sales agencies and consignment agencies draw their supplies 
has been under the control and supervision of the Canadian Government Supply Serviee 
of the Department of Defence Production since 1965. The Department of Public Printing 
and Stationery has not been charged by the Supply Service for shipping and receiving 
services or for the substantial cost of controlling and supervising the bulk store. 


265. Royal Canadian Mint. The Royal Canadian Mint operates under Part II o: 
the Currency, Mint and Exchange Fund Act, R.5., ¢.316, and provides facilities for mak: 
ing coins of the currency of Canada, and for melting, assaying and refining gold. 

The following is a summary of the results of operations for the past two years: 


Year ended March 31 


1967 1966 
Sales— 
Other than Coin at 
coin face value 

CSO io cd 'eky Gad GA) AER ee dis Abe ee Oe 559,000 $ 83,987,000 $ 98,256,000 
eR ree peak ie Reha hia ats 167 ,000 24,950,000 25,117,000 34,874,000 
Percmieere.. (£5. Ai, ss a had 36 66 ,000 2,361,000 2,427,000 2,624,000 
bE ed ee oy ene — 743 ,000 743 ,000 3,374,000 
$ 83,661,000 $ 28,613,000 112,274,000 139,128,000 
Purchase price of metals sold or used for coinage..............-...- 107,168,000 128,244,000 
5,106,000 10,884,000 
Gold setinmageharvess chat okie las Een Sora e. tee: 3 324,000 334,000 
PS VetUS TOMO THUOn BUM GOMARE ss sss ccae vs Sad Ge a bigs Saas 5,430,000 11,218,000 


Other revenue: | 


MAPOR TOTO EUR POR OR IER cg oid Be Adan oh Suen oka s/ 04 enna dak ee 2,725,000 11,111,000 
Less: Face value of coin: . 2. 005.2.0.25..0..0 8" 1,218,000 5,300 , 000 | 
Metal in medallions sold................. 118,000 or | 


BI ARON EM ae cua s  Me edie os 76,000 405 , 000 
1,412,000 5,705,000 : 


1,313,000 5, 406,000 
ibsrpirey Depress a: 08nd conan dina gd lh 118,000 48 ,000 


Gold storage and other charges 


1,431,000 5,454,000 | 


RRR: SOMME ince tc tk iin RN Giese Cet Pee ee one ee ee 6,861,000 16,672,000 | 
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Year ended March 31 


1967 1966 
Expenses of operation, maintenance and administration— 

Provided for by Department of Finance appropriations, $3,218,000 ($3,194,000 in 

1965-66), and by government departments which provided major services 

without charge, $517,000 ($556,000 in 1965-66). 

RN UNS OU Dll 6 sees oh ws de ea videnseah Mcdec. $ 1,831,000 $ 1,998,000 
REM PMU 0 ye ck ni. genie eres cccesseccss 112,000 147,000 
Oe FOG. dns Pe PAE), UR oo Oe es 806 , 000 232,000 
oR Te 236 , 000 317,000 
MuPITS ONG MAINVNANCE. ios ee ae ces nccsencccas.. 194,000 221,000 
UM RRENNEONE: Sent |e ae aT ON, bes Dt Mend. eh 6 172,000 181,000 
Construction or acquisition of equipment........................ 135,000 408 , 000 
EN i i lc 5% dele a hs ke hdd cock cence, . 130,000 107 ,000 
oem UNL EMM eats tee ot. ty Ponte, Je By 53,000 54,000 
ED. Ph TEE Ce AT gate: Fae od weg Subbivsre DS comelin Some morte cc 66 , 000 85,000 


3,735,000 3,750,000 


NI Piel Mclannlc foe.) hos 64. Ks o.c.us «a oak ohecs een. $ 3,126,000 $ 12,922,000 


The decrease in revenue of $9,811,000 from $16,672,000 to $6,861,000 during the 
year was due to a reduction in the number of coins issued from 444 335,538 pieces in 
1965-66 to 339,054,483 pieces in the year ended March 31, 1967 and a decrease in the 
sales of uncirculated coin sets. 


The increase in the cost of supplies is due to the issue of special coin sets in Cen- 
tennial year. 


266. Unemployment Insurance Fund. The Unemployment Insurance Act, 1955, ¢.50 
(superseding 1940, c.44), provides for insurance against unemployment and for the main- 
tenance of a national employment service. The portion of the Act relating to insurance 
against unemployment is administered by the Unemployment Insurance Commission 
consisting of three commissioners appointed by the Governor in Council. The portion 
relating to the national employment service has, pursuant to the Government Organiza- 
tion Act, 1966, 1966-67, c.25, since October 1, 1966 been the responsibility of the Min- 
ister of Manpower and Immigration. 

In 1965 the Unemployment Insurance Commission was assigned responsibility for 
administration of the Transitional Assistance Plan under which workers in automotive 
manufacturing and parts industries who become unemployed as a result of the operation 
of the Canada-United States Agreement on Automotive Products may be given financial 
assistance in addition to that provided by unemployment insurance during the period 
required to adjust to new employment conditions. 

The Act established the Unemployment Insurance Fund as a special account in the 
Consolidated Revenue Fund to which all contributions from insured employees and 
heir employers, and the Federal Government contributions equivalent to one-fifth of the 
tal employee-employer contributions, together with interest on investments, are cred- 
ted, and to which benefits and other payments under the Act are charged. 
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Financial statements showing the state of the Fund at the end of the fiscal yea 
and the operations of the Fund during the year are prepared annually by the Commis. 
sion. In our 1960 and subsequent Reports attention was drawn to the fact that the Act 
does not require that these financial statements be audited. The Public Accounts Com- 
mittee made reference to this in its Fifth Report 1961, Fourth Report 1963, Fourtk 
Report 1964-65 and Fourteenth Report 1966-67 (see Appendix 1, item 8) recommending 
that these statements be required by statute to be prepared by the Commission anc 
reported upon by the Auditor General. Although the Act has not yet been amended 
the Commission submits its financial statements to the Audit Office for examination, anc 
the statements for the year ended March 31, 1967, together with our report thereon t 
the Minister of Labour, are reproduced in the Public Accounts, Volume II, pages 42. 
to 42.9. 

The following is a summary of the Fund’s transactions for the past two years, to 
gether with the year-end balances at the credit of the Fund: 

Year ended March 31 


1967 1966 
Receipts— 
Contributions from employers and employees.............. $ 343,853,000 $ 328,318,000 
Contributions from Government of Canada..............-- 68,771,000 65,664,000 
PHGOMe TFOTD INVEStINENUS 6... on sie Hee on ke al te age aw a 10,931,000 4,671,000 
ORIG. 1A wh | & Scaitaetoe EAsaet eta hed canted oe eel ae 172,000 146 ,000 
423 , 727 ,000 398,799,000 
Disbursements— 
Benene DAYMEN § dann oe une «ve Se oe ee ee ee 307 , 007 , 000 297 ,813, 000 
Excess of receipts over disbursements...................006- $ 116,720,000 $ 100,986,000 
Balance at credit: of the Funds,  .. 2. ace on uote ovens Ses ee oe $ 141,483,000 


Disbursements from the Fund do not include the administration expense of th 
Commission which amounted to $44,436,000 in 1966-67 compared with $38,582,00) 
for the preceding year, an increase of $5,854,000. This expense was met to the extent C 
$37,334,000 ($31,968,000 for 1965-66) by funds provided by Unemployment Insurane 
Commission Vote 1 in accordance with section 10 of the Act and to the extent ¢ 
$7,102,000 ($6,614,000 for 1965-66) by government departments which provided at 
commodation for the Commission’s offices throughout Canada, contributions to th 
Public Service Superannuation and Canada Pension Plan Accounts and accounting an 
other services, without charge. | 


Salaries, wages and allowances, which include the cost of a general salary revisio 
retroactive to the previous year, accounted for $4,464,000 of the increase of $5,854,0C 
in administration expense in 1966-67, notwithstanding a reduction of 141 in th 
number of regular employees on strength (from 5,248 at March 31, 1966 to 5,10 
at March 31, 1967). The Department of Public Works assessment of the cost of al 
commodation for the Commission’s offices was $304,000 higher than that for th 


| 
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| previous year as a result, primarily, of providing better and costlier accommodation 
' to those offices which were expanded during the year to absorb the operations of nearby 
offices closed down. There was an increase of $505,000 in the cost of office stationery, 
supplies and equipment but this included $353,000 for supplies applicable to the previous 
| year, most of which were for the employee registration program. An 
related to the extension of unemployment insurance coverage to 


_ accounted for $152,000 of the increase in administration expense. 


| In 1966-67 the Fund’s excess of receipts over disbursements was $116,720,000 com- 


| pared with $100,986,000 in 1965-66. This improvement is a continuation of the upward 
| trend commenced in 1961-62, although a month-by-month comparison of the relation- 
ship between contributions and benefits with those of the corresponding months in the 
preceding year indicates a weakening of this trend. There was a slightly lower percentage 
| of the insured population drawing benefit despite an increase in the number of initia] and 
renewal claims allowed. However, this was offset by a small increase in the average 
| weekly benefit rate paid during the year. The average number of benefit weeks paid on 
claims allowed remained constant. Comparisons follow: 


advertising program 
agricultural workers 


Year ended March 31 


1967 1966 
| Average monthly percentage of the insured population drawing benefit. . . 5.29, 5.4% 
| Number of initial benefit claims allowed............................. 1,053,412 1,036,102 
Average number of benefit weeks paid............................... 12.6 12.6 
| Average weekly benefit rate paid........0.0000..0...0cc0e00 eee cock. $24.92 $24.55 


In keeping with past practice, we reported to the Chief Commissioner on each of 
the examinations of field offices made during the year. Prompt attention was given to 
all audit observations and corrective action was taken where required. Our examinations 
are designed primarily to test the adequacy of internal control over contributions, other 
income, benefit payments and the collection of overdue contributions, penalties and bene- 
fit overpayments. The extent to which adjudication of claims complies with the provi- 
sions of the Act and regulations is also tested. In appraising the validity of benefit awards, 
no attempt is made by the Audit Office to verify the accuracy or completeness of infor- 
mation regarding claimants contained in the records of the Commission, beyond ques- 
tioning apparent deficiencies in these records. This aspect of the verification of claims is 


carried out by the Commission’s own investigation-enforcement staff. 
| 


No attempt is made by this Office to audit the accounts of employers to see that 
employer-employee contributions are fully made to the Unemployment Insurance Fund 
and that each worker is credited with the proper contributions. These records are verified 
by the Commission’s internal audit division. 


} 
: 
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267. In addition to the examinations of the accounts of the departments and agency 
and proprietary Crown corporations referred to in this Report, the following special 
audits and examinations were made by the Audit Office during the year, most of them 
‘n accordance with specific directions contained in various statutes: 

The Army Benevolent Fund Board 

Atlantic Development Board 

The Canada Council 

The Custodian 

Economic Council of Canada 

Exchange Fund Account 

Government of the Yukon Territory 

Municipal Development and Loan Board 

National Arts Centre Corporation 

National Gallery of Canada 

Public Printing and Stationery stores 

The Queen Elizabeth I] Canadian Fund to Aid in Research on the Diseases of Children 

Roosevelt Campobello International Park Commission 


Zoyal Canadian Mint stocks 


268. The Army Benevolent Fund Board. This Board was constituted by the Army 
Benevolent Fund Act, R.S., ¢.10, and consists of five members appointed by the Governor 
in Council. The Act provides for a special account in the Consolidated Revenue Fund 
called the Army Benevolent Fund to which certain moneys were credited and from. 
which there shall be paid | 

to or for the benefit of [World War II] veterans or their dependants or the widows or 


children or former dependants of deceased veterans such amounts as the Board may from 
time to time determine 


| 
| 


together with the expenses incurred in carrying out the provisions of the Act. 


The Act directs that the Board be governed by the following principles: 


(a) plans shall be formulated on the assumption that there will be prospective beneficiaries 
for fifty years from the establishment of the Fund [in 1947]; | 

(b) no grant is to be made by way of relief from the Fund where adequate relief is, at 
the time of the application, available from federal, provincial or municipal governmental 
sources; 

(c) where erants are made to assist in the education of dependants of veterans or of 
children of deceased veterans, bursaries shall be granted contingent on continued need 
and satisfactory progress and not as competitive scholarships based on academic 
standing; and | 

(d) amounts paid out of the Fund are not recoverable, unless obtained by fraud or 
misrepresentation. | 
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The accounts of the Board were examined for the year ended March 31, 1967 pur- 
‘suant to section 11 of the Act and our report was submitted to the Chairman and mem- 
bers of the Board with a copy being provided to the Minister of Veterans Affairs, 


| Receipts amounted to $249,000 of which $237,000 was derived from interest on 
deposits with the Receiver General and $12,000 from interest on Canada bonds. Disburse- 
ments totalled $399,000 consisting of $300,000 in grants to or on behalf of World War II 
veterans and $99,000 for administrative and case work expense. The latter was a net 
amount after deducting a fee of $36,000 for management of the financial program of the 
Canadian Army Welfare Fund and a grant of $18,000 from the Department of Veterans 
Affairs to assist in defraying administrative expenses. 


After absorbing the excess of disbursements over receipts amounting to $150,000, 
the balance of the Fund was $5,222,000 at March 31, 1967 of which $4,962,000 was on 
deposit with the Receiver General, $256,000 was invested in Canada bonds and $4,000 
was represented by accountable advances and prepaid expense. 


269. Atlantic Development Board. This Board was established by the Atlantic 
Development Board Act, 1962-63, ¢.10. The objects of the Board are to investigate pro- 
grams and projects for fostering the economic growth and development of the Atlantic 
egion of Canada and to make appropriate recommendations to the Minister of Trans- 
dort. With the approval of the Governor in Council, the Board is authorized to enter 
nto agreements to finance or assist in financing, out of the Atlantic Development Fund, 
0 4 maximum of $150 million, programs and projects that will contribute to the growth 
nd development of the Atlantic region for which satisfactory financing arrangements 
re not otherwise available. 


| 
Pursuant to section 18 of the Act, we have audited the accounts and financial trans- 
ctions of the Board and have reported thereon to the Board and to the Minister of 
Yansport. 

The following is a summary of the transactions in the Fund since its inception show- 
ig the types of projects approved and the funds disbursed to March 31, 1967: 


Approved Out- 
by the standing 
Governor Funds commit- 
in Council disbursed ments 
heart g eerie eather $ 60,413,000 $ 39,061,000 $ 21,352,000 
Trunk highway systems....................... 10,675,000 8,774,000 1,901,000 
Basic industrial services....................... 24,303,000 5,741,000 18,562,000 
eeeeren tuctitiog, £8 OCPITOIL 0 Cjin i: 3,308,000 482,000 2,826,000 
a ee 15,000 11,000 4,000 


$ 98,714,000 $ 54,069,000 $ 44,645,000 


Disbursements from the Fund during 1966-67 amounted to $29,567,000 compared 
ith $20,860,000 in the preceding year. 
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In addition to the assistance provided from the Atlantic Development Fund, the 


Federal Government has agreed to finan 
program in the four Atlantic provinces 


ce 50% of the cost of a second trunk highway 
(up to a limit of $30 million). This program, 


begun in 1965-66, is being financed by Department of Transport Vote 112 of that year 


with the transactions to March 31, 1967 


Province 


Naw Brunswick. <3... <-o> - ster on cee 
Newfoundland ...4 00505 sobs ne Oh a eee 
Weyer Betis wie ccd 50> seat matte HRS a 
Prince Edward Island..........----+++e+3: 


being as follows: 


Approved Out- 
by the standing 
Governor Funds commit- 
in Council disbursed ments 
....$ 9,000,000 $ 1,962,000 $ 7,038,000 
.... 9,000,000 5,483,000 3,517,000 
.... 9,000,000 2,662,000 6,338,000 
.... 3,000,000 545,000 2,455,000 


$ 10,652,000 


$ 30,000,000 $ 19,348,000 


The following is a summary of the Board’s administrative expense and expenditure 
on technical and economic surveys and studies for the past two years: 


Year ended March 31 


1967 1966 
Administrative expense— 

Salaries and employee benefits............. ee eee cece eee eens $ 463 , 000 266 , 000 

Travel anchremoval a: fen au Sine dase oole eee se pe See pee 51,000 39,000 

Office equtpment Aug SUPDIUGS .c°,. ctegs aa oe ees es ee 26,000 22,000 

Reerourrbine BOrVICEN fom. re le cis oboe ee eae tage eee Ree ee 24,000 4,000 

Palamhone And tele RrAmida. is 6.0. cies ven FO a eect gee eee 20,000 9,000 

A CaERTROORTION pkgs ved solo dae She eee eee ee eee 18,000 12,000 

PVE GES ty Ae ohn ek Oa Alege inet at hed ec UR IA oot Oe ee 11,000 9,000 

613,000 361,000 

Technical and economic surveys and studies..................00% 1,254,000 456 , 000 
Pee TOUOUO er fn ores ot a ling Ce Ga een CRT Ry ae eee $ 1,867,000 817,000 | 
Total expenditure provided for by— | 
Deparituent of Uransport. Vote 110 yo siasgene whoo oes vis 5 pee $ 1,825,000 800 , 000 | 
Government departments which provided major services without ) 
Re Loins 0 os ee «5. 2 ty a a st ssc oot os 42,000 17,000 | 

$ 61 


,867 ,000 


817 ,000 


The increase of $197,000 in salaries and employee benefits was due to retroactive 
salary increases granted during the year, together with an increase in staff of 22, bringing 


the total employed at March 31, 1967 to 


8. | 


Technical and economic surveys and studies undertaken or continued during the 
year comprised 46 separate projects. The expenditure ranged from $288,000 for a study 


of the tourist industry in Newfoundland, 


New Brunswick and Nova Scotia and $199,000 


for a study of potash exploration in Nova Scotia to $400 for a study of the export trade 


of the Atlantic provinces. 


270. The Canada Council. The Council was established by the Canada Council Act, 


1957, c.3, to foster and promote the study and enjoyment of, and the production of works 
in, the arts, humanities and social sciences. 


A report on the audit of the Council’s accounts for the year ended March 31, 1967 
was made to the Council and to the Secretary of State, as required by the Act, 


The financial statements of the Council are not reproduced in the Public Accounts 
along with the statements of Crown corporations and government operating activities. 
If financial information additional to the following is required, reference should be made 
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to the annual report of the Council. 


An Endowment Fund of $50 million was established under the Act. The return on 
the investments of the Fund is used to meet administrative expenses and other expendi- 
| ture for purposes of the Act (except for capital assistance grants to universities which 
are made from the University Capital Grants Fund). Permissible expenditures relate to 
the following in respect of the arts, humanities and social sciences: grants, scholarships 
and awards; sponsorship of exhibitions, performances and publications; exchanges with 
other countries and organizations or persons therein of knowledge and information ; rep- 
‘resentation and interpretation of Canadian arts, humanities and social sciences in other 
countries; and liaison with the United Nations Educational, Scientific and Cultural 
Organization. 
| In our 1965 Report reference was made to a $10 million unconditional grant from 
the Government of Canada which was received by the Council in April 1965 to be used 
for the general purposes set out in section 8 of the Canada Council Act. Moneys received 
from this grant were invested separately from the Endowment Fund and at March 31, 
1966 an amount of $6,945,000 remained to be expended. That amount, together with 
$260,000 of income earned, was fully applied during the year ended March 31, 1967 to 
grants and awards paid through the Endowment Fund. 

The following is a summary of the Endowment Fund operations for the year, 
together with comparable figures for the preceding year: 

Year ended March 31 


1967 1966 
Surplus at beginning of year... 0)... .000 0.000.000 cece cc eee — $ 50,000 
Income— 
Sener Mtn Ciwwsends.. ows... 3,366 , 000 3,366,000 
| Balance of unconditional grant from the Government of Canada 
| applied to grants and awards.....................-........ 7,205,000 3,476,000 


| 10,571,000 6,832, 000 


SEM tce tr et ree ee ee, Ge OA anes 9,599 , 000 6,157,000 
Canadian National Commission for UNESCO................. 166,000 135,000 

) Administrative and other expenses, less expenses recovered...... 806 , 000 540, 000 
10,571,000 6, 832,000 
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A University Capital Grants Fund of $50 million was established by the Act in 
order that grants could be made to universities and similar institutions of higher learning 
by way of capital assistance for building construction projects intended for use in further- 
ing the arts, humanities and social sciences. These grants are paid out of the principal 
and accumulated income of the Fund. 

The following is a summary of the University Capital Grants Fund transactions for 
the year, together with comparable figures for the preceding year: 

Year ended March 31 


1967 1966 
Balance at beginning of year... ..... ee cece eee eee eee teenies $ 9,348,000 $ 10,299,000 
Add: 
Interest earned on investments. ..... 66 60 56s os scat e ee Waele ween 557, 000 581,000 
Net profit on disposal of securities............:0 eee cece ee eens 26 , 000 15,000 
9,931,000 10,895,000 
Deduct: 
AOR IER DTAN Spy es i te on os Sees ce aaa a ees 6 ome cree 8,714,000 1,547,000 
Balance at end-Of Yeahs. 666 ic35.) vote OP woe een ee tea $ 1,217,000 $ 9,348,000 


No allocation of interest and profits earned by the University Capital Grants Fund 
was made to qualifying institutions during the year. 


In our 1966 Report (paragraph 230) reference was again made to the method em- 
ployed in the allocation of the interest and profits, to the qualification of our reports to. 
the Council and the Secretary of State, and to the Sixth Report 1964-65 of the Public) 
Accounts Committee wherein it was recommended that steps be taken to seek amending | 
legislation to provide clear authority for the Council to use the 1956 census and the | 
“hotch-pot” approach in the distribution of interest and profits in respect of the Univer-. 
sity Capital Grants Fund. As no action had been taken, the Public Accounts Committee 
in its Third Report 1966-67 reiterated its previous recommendation and requested the 
Council to formally ask the Government to give consideration to the required amending | 
legislation with the objective of having it considered by Parliament prior to the final | 
closing out of the University Capital Grants Fund (see Appendix 1, item 21). Our report: 
to the Council and to the Secretary of State was again qualified with respect to this 
matter. We were later informed by the Acting Under Secretary of State that amending | 


legislation to implement the recommendation of the Publie Accounts Committee was. 
being prepared by the Department of Justice. | 


The Council may, under section 20 of the Act, acquire money, securities or other 
property by gift, bequest, or otherwise, and may expend, administer or dispose of them | 
subject to the terms, if any, upon which they are made available to the Council. Moneys 
or property received by the Council pursuant to this section are presented in a separate 
balance sheet designated “Special Funds”. This balance sheet has two parts, the first of 
which relates to the comparatively small gifts which are accounted for within the Endow- | 
ment Fund and the unconditional grant from the Government of Canada referred to 


| 
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_ above, while the second part relates to the following funds from which only the income 
_may be disbursed for the purposes designated: 
| 


1. A gift of $600,000 received from the Molson Foundation in 1963 to establish a capital 
| fund referred to as the Molson Prize Fund, the income from which is to be used for 
| making cash awards of $15,000, normally two in each year, to authors or creators of 

works or to persons who have rendered service to Canada in the fields of the arts, 
humanities and social sciences which will enrich the cultural or intellectual heritage 


of the nation, or make a noteworthy contribution to understanding and unity among 
Canadians of French and English descent. 


| 2. Amounts totalling $1,335,000, received to March 31, 1966 in connection with a gift 
| made in 1963 by an anonymous donor (now identified as the late Mrs. Dorothy J. 

Killam), were augmented by an additional $136,000 in 1966, bringing the total of this 

“Special Scholarship Fund” to $1,471,000. The gift consisted of securities having a 
| par value of approximately $4,350,000, registered in the name of the Canada Council, 
| redeemable over a period of some years. The income from the amounts received is to 
| provide fellowship and scholarship grants to Canadians for advanced study or re- 
| search in the fields of medicine, science, and engineering at universities, hospitals, 
| research or scientific institutions or other equivalent or similar institutions in Canada. 


3. A bequest, which may amount to $12,000,000, made by the late Mrs. Dorothy J. Killam, 
for the establishment of “The Izaak Walton Killam Memorial Fund for Advanced 
Studies” to provide scholarships “for advanced study or research at universities, hospi- 

| tals, research or scientific institutes, or other equivalent or similar institutions both in 
| Canada and in other countries in any field of study or research other than ‘the arts’ 
| as presently defined in the Canada Council Act”. A total of $6,943,000 in cash and 
| securities had been received by March 31, 1967. 


For investment purposes the Molson Prize Fund and the Special Scholarship Fund 
ave been combined and are represented by one portfolio. The income of $124,000 
sroduced by the investments was apportioned between the two funds on a quarterly 
dasis according to the ratio of the principal and surplus of each fund at the beginning 


of the quarter to the total principal and surplus of the funds. A summary for the year 
ollows: 


| Molson Special 
! Prize Scholarship 
Fund Fund Total 

Bemenae at ADT 1, 1006) od crac us cx, ff 24,000 $ 46 ,000 $ 70,000 

| Income—Interest and dividends................ 36 , 000 88 , 000 124,000 

| 60,000 134,000 194,000 

SEE Re LL 

| Expenditure— 

ee ee | i er 30,000 — 30 , 000 

Administration charge...................... 2,000 — 2,000 

| 32,000 +2 32,000 

Less: Cancellation and reduction of awards 

| approved in prior year.................... — 12,000 12,000 

; Rie So ed ee he ee ee ae ee 
32,000 (12,000) 20,000 


Surplus at March 31, 1967.................... $ 28,000 $ 146,000 $ 174,000 
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s were made from the Special Scholarship Fund during the year as the 

Council expects that grants from this fund will, in future, be made in conjunction with 

those made from The Izaak Walton Killam Memorial Fund for Advanced Studies. 
The bequest establishing The Izaak Walton Killam Memorial Fund for Advanced 

Studies includes, among others, the following provisions: 

The fund shall not form part of the Endowment Fund or the University Capital Grants 

Fund or otherwise be merged with any assets of the Council. 

9. The fund shall be invested in accordance with the advice of an Advisory Investment 
Committee provided for by the Will. 

3 Direction, supervision and control of scholarships rest with a Scholarship Committee 
provided for by the Will. 


No grant 


1 


Income earned by the Killam Memorial Fund, from its establishment during the 
year to March 31, 1967, amounted to $232,000. 


271. The Custodian. In accordance with Regulation 6 of the Revised Regulations 
Respecting Trading with the Enemy (1943) as set out in the schedule to the 
Trading with the Enemy (Transitional Powers) Act, 1947, c. 24, the Custodian — 
is appointed “to receive, hold, manage, release, dispose of and otherwise deal with all 
property which is reported to him, received or controlled by him or vested in him”, 
Pursuant to the provisions of the Government Organization Act, 1966, 1966-67, c. 2, the 
Registrar General of Canada was designated to succeed the Secretary of State as Custo- — 
dian of Enemy Property. The Deputy Registrar General of Canada is the Deputy Custo- 
dian. The Custodian’s Office is administered by an Assistant Deputy Custodian in Ottawa. — 
A report on the audit of the Custodian’s accounts for the year ended December 31, 1966 — 
was made to the Registrar General of Canada. | 


The assets under the administrative control of the Custodian, which were valued i 
accordance with bases explained in an addendum to his statement of assets and liabili- » 
ties (Public Accounts, Volume II, page 36.10), increased by $93,000 to $2,892,000 at 
December 31, 1966. An appreciation of $271,000 in the value of remaining vested assets, 
offset in part by a transfer of $100,000 to the Minister of Finance for the War Claims 
Fund, and the excess of $48,000 in the book value of securities over the proceeds from 
liquidation, accounted for the greater part of the increase. 

Under the Regulations referred to above, the Custodian may charge against all 
property investigated, controlled or administered by him, whether it has been vested in 
him or not, a fee for services rendered not exceeding 2% of the value of the property 
including the income therefrom. He is also permitted to employ such part of the property — 
vested in him or the proceeds therefrom as may be necessary to pay the expenses incurred | 
in the administration of the Regulations. | 

In addition to the income from fees, any income received from vested assets which 
consist of, or are converted into, cash or Canada bonds is credited to the Custodian’s 4 
Office Administration Account, from which expenses of the Office are paid. We have { 
drawn attention to this procedure in past years because it is not consistent with the treat- 


| 
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ment of income arising from other assets vested in the Custodian. In February 1967 we 
were informed by the Deputy Custodian that on the basis of his interpretation of an 
opinion given by the Department of Justice in 1947 and discussions with officers of that 
Department, he was satisfied that the Custodian was acting within his legal rights in 
retaining the income from the bank deposits and Canada bonds included among the 
vested assets. Nevertheless, we are of the opinion that the Custodian is empowered to 
retain the income from any estate vested in him only to the extent that it is required to 


meet expenses incurred with respect to that particular estate plus a percentage of gen- 
aral expenses. 


_ In our 1966 Report (paragraph 232) reference was made to the surplus of $4,837,000, 
argely invested in Canada bonds, which the Custodian had accumulated in his Office 
Administration Account from September 2, 1939 to December 31, 1965. It was stated that 
he Deputy Minister of Finance had informed us he was in agreement with our sugges- 
ion that consideration be given to transferring the surplus cash resources to the Consoli- 


lated Revenue Fund and that, as an interim measure, parliamentary authority would be 


ought for the transfer of a substantial portion of this surplus. On December 29, 1966, with 
ixecutive approval, the Custodian transferred to the Minister of Finance Canada bonds 
2 the principal amount of $4,215,000. These were sold for $4,078,000, the proceeds being 
redited to the Consolidated Revenue Fund. The remainder of the surplus, $751,000 at 
Yecember 31, 1966, was left with the Custodian to meet an 


ticipated expenses and poten- 
ial claims during the next three years. 


im” The following is a summary of the income and expense of the Custodian for the year, 
gether with comparable figures for the preceding year: 


Year ended December 31 
de eee ee 


1966 1965 

Income— 
Fees on assets released from administration.................... $ 2,000 $ 9,000 
poeeree as Ieventtarniatte 20K! 8) G8 193 , 000 195,000 
Interest on bank Wo ow a ed 6,000 7,000 
201,000 211,000 

Expense— 
MND RG, a Ph Ponca ic ee 61,000 60,000 
eee rete et, AO PaeegOsiak WELLS NLO4 yt eat) 9,000 12,000 
epee or aaa WUIBIAT WALI its. ahd my ny. ok 2,000 2,000 
) 72,000 74,000 
| Excess of ineome over expense.................................$ 129,000 $ 137,000 


A substantial decrease in the amount transferred to the War Claims Fund and in the 
lue of assets released in 1966, as compared with 1965, contributed to the reduction in 
ome from fees on assets released from administration. The decrease of $3,000 in office 
it resulted largely from a move to smaller quarters in 1965. 
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272. Economic Council of Canada. The Council, established by the Economic Coun- 
cil of Canada Act, 1963, c.11, to advise how Canada can achieve the highest possible levels 
of employment and efficient production, is appointed by the Governor in Council and 
comprises a chairman, two directors and twenty-five other members broadly representa- 
tive of different sectors and groups in the Canadian economy. 

Pursuant to section 20 of the Act, we have examined the accounts and financial 
transactions of the Council and have reported thereon, under date of June 21, 1967, to 
the Council and to the Prime Minister. 

The following is a summary of the expense of the Council for the year ended March 
31, 1967, together with comparable figures for the previous year: 


Year ended March 31 


1967 1966 
alaYied ; cca. veh ci kie etude Gag Gist © «eine eet Gren eee $ 1,088,000 $ 863 , 000 
Professional and special services........--+ esse eee eee reece 195,000 109, 000 
Aeedmmodation. hic in dks ode OU ee aes. 3 ele Rear aa ata, 80 , 000 73,000 
Employes benefits: ..... i. dlasasss. Geel snes PR alee eRe 60,000 51,000 
Stationery, supplies and telephone........---..+ +e eeee reer 58, 000 53 , 000 
Sino.) rn Pee eerrme rma Teeter ra ee. otk 51,000 62, 000 
Publication of reports and studies..........-ee eee eee reece 25,000 12,000 
Mincelisqrecue yO. dane s csv bees co ee eras See ee ee 31,000 31,000 
Tetal GeneAhO: cia cek,> 5 lass Wihdin <kpapydle ser Seen ee eee $ 1,588,000 $ 1,254,000 
Total expense provided for by— 
Privy Counell Vote 200s 80020005 hea eae tte We ales $ 1,436,000 
Secretary of State Vote 40. <2 2...5 .s nes he Siew oe eee $ 1,116,000 
Government departments which provided major services 
Witheith Charwe, 95 calle. we s oa don sax es ee we oe ee 152,000 138 ,000 
$ 1,588,000 $ 1,254,000 


The expense for 1967 includes $105,000 for special studies undertaken in 1965-66 fo 
a reference from the Government to the Council concerning the relationship of prices 
costs and incomes to sustained economic growth. Also included is an initial $4,000 fo 
studies relating to a second reference concerning: interests of consumers; combines 
mergers and monopolies; patents, copyrights and other related matters. 


273. Exchange Fund Account. This Account, established in 1935 “to aid in th 
control and protection of the external value of the Canadian monetary unit’, nov 
operates under Part III of the Currency, Mint and Exchange Fund Act, R.S., ¢. 3lé 

Pursuant to section 27 of the Act, we have audited the Exchange Fund Account ant 
the transactions in connection therewith for the year ended December 31, 1966 anv 
have reported thereon to the Minister of Finance. This section also requires a certificat 
to be given annually to Parliament and I now certify that, in my opinion, the trans 


; 
; 
| 
| 
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actions in connection with the Account have been in accordance with the provisions 
of the Act and the records of the Account show truly and clearly the state of the Account. 


The following is a Summary of the transactions in the Account for the past two 
years: 


Year ended December 31 | 
ae Naa bu delice dhedateaoee Arcltor a 


Balance at January 1 
Deduct: 


1966 


5, OO Dt Sah aC RR dlc Silla $ 2,880,833,000 


Paid into the Consolidated Revenue Fund in accordance 


with section 24 of the Currency, 


Mint and Exchange 


1965 


$ 2,800,552,000 


PORN I BR ieee. ssi...0....... 62, 833 ,000 63,552,000 
Repayment of advances (net)........................ 633 , 000 , 000 (81,000,000) 
695 , 833 ,000 (17, 448,000) 


Add: 


2, 185,000,000 


Earnings on investments (to be paid into the Consoli- 


2,818,000, 000 


Gated -Revente-Pundprrrrs.......0..6....-..,.... 58, 336,000 62 , 833, 000 
Balance at December 31/1... .....0.2.0...5-......... $ 2,243,336,000 $ 2,880,833 ,000 
Represented by— 

OD EES $ 807 , 000 $ 852 , 000 
United States dollars and securities................._. 1,090, 581,000 1,614,799, 000 
International Monetary Fund notes................_. 54,188,000 54, 188, 000 
ers Ge Miter, POUT ts acPare ren ieee. 1, 130,330,000 1, 244,157,000 
6 NEES (GUTS et shes ae ela ie 14,000 (25,000) 
2,275, 920,000 2,913,971,000 

ES a Ce ae an 32,584,000 33, 138,000 


$ 2,243, 336,000 


$ 2,880,833,000 


The United States dollar holdings were valued at $1.08108 (par of exchange) at 
December 31, 1966 and as a result the surplus was $5,618,932 less than if the closing 


market rate of $1.08375 had been used. 


274. Government of the Yukon 


Lerritory. The Yukon Act, 1952-53, c. 58, provides 


‘or the appointment by the Governor in Council of a chief executive officer for the 
Territory to be known as the Commissioner and for the election of a Council composed 
af seven members. The Commissioner in Council is empowered by the Act to make 


ordinances for the governing of the 
urisdiction, 


Territory in those fields normally within provincial 


_ The accounts and financial transactions of the Territory are subject to examination 
xy the Auditor General of Canada in accordance with section 26 of the Act. He is 


equired to report annually to the Council the result of his examination in 
certification of the financial statements specifically required to 


fanner which includes 


e included in the annual report presented to the Council by the Commissioner. 


a specified 
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y of expenditure and revenue of the Government of the 


The following is a summar 
with comparable amounts for the 


Yukon Territory for the year ended March 381, 1967, 


preceding year: 
Year ended March 31 


1967 1966 
Expenditure— 
Casltal projecits. oes ap a Gre ree 3,001,000 $ 2,727,000 
Petrelli: 2 .. pagans meee tien i a ee ee 2,388,000 1,859,000 
Roads, bridges and public works (maintenance).......++++++++: 1,926,000 1,452,000 
Yukon Hospital Insurance Service....----- +++: 2-7 sssacrse sce 671,000 651,000 
er RR rr a Et 541,000 486 , 000 
Modadional trainiigs.. ean s eens oon 526,000 351,000 ; 
Municipal and area development......-+--++++serrrrrrrttees 483 ,000 337 , 000 
Esdicns tanterestis «<<. Rae yl te + 2 oie ore Re eee 409 ,000 332,000 
Vial tiers id oo xe ln CRE ee 314,000 290 , 000 
Berar pti 5, ov ut SEUNG Beye oo oe ci nr ces aaa 1,298,000 1,331,000 
11,557,000 9,816,000 
Revenue— carer eo rE 
Federal grants: 
Opora tine. fo «nv RENEE A SAE «Rese oko tive niet meena 1,824,000 2,111,000 
T Cais ATOLL bIOUL ovis oe ian ato ee GE a <> Ok ee eae 687 , 000 518,000 
2,511,000 2,629,000 
wed. ee oS atts 4 cs AWB ae EM hick + eyed apo aie 1,052,000 894,000 
Liquor profits. .... «sis siemey sats «6 44 os Reis 9 es oo Se na 1,018,000 927 ,000 
TS asSOA: 5. % i/o xv: ss ashooy sides eres aut wale Te ee 8 Sr oe, aa a 301,000 291,000 
CVEAR ook mck cc Biseelae vee Se cm SS DRA e ying oot oe 447 ,000 378 , 000 
2,818,000 2,490,000 | 
Expenditure recoveries: | 
Giabital projects oft thee dec. se nscht lat cen nears ewe 1,464,000 1,063,000 | 
Roads, bridges and public works THAIN PENANCE). 0..e4 cee 1,344,000 973, 000 | 
Mduension. es DA es e's So ee ee ee 535,000 469 , 000 | 
Yukon Hospital Insurance Service........---++ sees ee eeeeeee 439 ,000 403 , 000 | 
Voeational Stamnes owe ec ae sn eee ney ‘alae Ga eae cea 393 ,000 203 , 000 | 
Cit hrc dk ok neu CA BEE. Hee Rid ie eee ee ee 414,000 384, 000 . 
4,589,000 3, 495 , 000 | 
9,918,000 8,614,000 
{ 
Excess of expenditure over revenle... 52. 084% dea cele ae alts enous: $ 1,639,000 $ 1,202,000 | 


Loans repayable to the Federal Government at the close of the year amounted to 
$9,073,000, an increase of $533,000 over the preceding year’s total of $8,540,000. 

Under the Federal-Territorial financial agreement for the five-year period ended | 
March 31, 1967, Canada agreed to make certain annual payments to the Territory in 
return for which the Territory agreed to refrain from imposing, levying or collecting — 
individual and corporation income taxes and succession duties. One of the payments for. 
which the agreement provided was an amortization subsidy in respect of certain loans — 
obtained from the Federal Government. For the year ended March 31, 1967 an amo nt 
of $687,000 was involved, of which $348,000 was for the purpose of reducing the prin ipal 
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f the loans and $339,000 related to interest. A result of this particular annual payment 
as been that the Federal Government has provided funds to cover the payment of 


terest to itself and also to repay amounts previously appropriated for the purpose of 
making the loans to the Territory. 


275. Municipal Development and Loan Board. This Board was established by the 
Municipal Development and Loan Act, 1963, ¢.13. The purpose of the Act was to pro- 
note increased employment in Canada through financial assistance by way of loans to 
nunicipalities, to an aggregate of $400 million, to augment or accelerate municipal capi- 


al works programs. The funds were allotted to the provinces in proportion to the 
dopulations as given in the 1961 census. 
| 


_ At March 31, 1966, the termination date for loan applications, a total of $399,251,000 
.ad been approved with respect to 2,469 loans to 1,292 municipalities, During the year 
djustments and cancellations reduced this to $396,908,000 involving 2,449 loans to 1,275 
aunicipalities. 

| Approximately 35% of this assistance has been used for water and sewer projects, 


6% for schools, roads, bridges and rapid transit systems and 19% for civic administration 
uildings, park developments, recreation facilities, ete. 


_ Pursuant to section 19 of the Act, we have audited the accounts of the Board and 
ave reported thereon to the Board and to the Minister of Finance. 


The Act, as amended, requires the Board to forgive payment of 25% of the principal 
mount of the loan where the municipal project was completed to the satisfaction of 
ye Board prior to September 80, 1966; and where the municipal project was not com- 
leted on or before September 30, 1966, to forgive payment of 25% of that portion of 
ie principal amount of the loan that was made with respect to the cost, as determined 


y the Board, incurred on the project up to September 30, 1966. 


Of the loans approved by the Board, $312,281,000 had been disbursed to March 31, 
967, of which $72,940,000, being 25% of the loans against 1,941 projects, had been 
rgiven pursuant to section 11 of the Act. Outstanding loan commitments at March 
|, 1967 amounted to $84,627,000. 


The loans, which bear interest at from 547 to 53%, are to be repaid to the Depart- 
ent of Finance in annual or semi-annual instalments over terms not to exceed the 
seful life of the project up to a maximum of 50 years. 


_ Expenses for the year amounted to $186,000, a decrease of $39,000 compared with 
e previous year. These expenses were met to the extent of $116,000 by funds provided 
’ Department of Finance Vote 45 and the balance of $70,000 represents the estimated 


tue of accommodation, accounting and other services provided without charge by gov- 
ament departments. 


_ 276. National Arts Centre Corporation. The National Arts Centre Act, 1966-67, 
48, assented to on July 15, 1966, established the National Arts Centre Corporation 
sisting of a Board of Trustees composed of a chairman, a vice-chairman, the persons 
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from time to time holding the five public offices named in the Act and nine other 
members. Pursuant to section 4 of the Act, the chairman and vice-chairman and the 
nine other members were appointed by Order in Council, P.C. 1966-2273 of December 1 
1966, for various specified terms. 

The objects of the Corporation are to operate and maintain the National Arts 
Centre, to develop the performing arts in the National Capital region and to assist the 
Canada Council in the development of the performing arts elsewhere in Canada. 

The Board of Trustees held its first meeting on March 8 and 9, 1967 and appointec 
the Co-ordinator of the National Arts Centre as Director of the Centre for a term 0: 
five years from April 1, 1967. The Director is the chief executive officer of the Corpora 
tion. 

Section 16 of the Act states that the accounts and financial transactions of thi 
Corporation shall be audited annually by the Auditor General and a report of th 
audit shall be made to the Chairman of the Board. However, while the Corporation wa 
established in 1966, it did not have any financial transactions of its own until April J 
1967 and as a consequence there were no financial statements as at March 31, 1967. 

Administration expense incurred in connection with the development and plannin 
of the National Arts Centre to March 31, 1967 was borne by the Office of the Co 
ordinator of the National Arts Centre. This expense and the construction costs of th 
National Arts Centre building during the same period are summarized below: 


Year ended March 31 


1967 1966 1965 Total 
Administration expense.............- $ 192,000 $ 119,000 $ 92,000 $ 403 ,000 
Construction or acquisition of build- 


ings, works, land and equipment.. 6,396,000 3,646,000 615,000 10,657,000 


$ 6,588,000 $ 3,765,000 $ 707,000 $ 11,060,000 


— ————— ————— 


Provided for by appropriations of the | 
Department of the Secretary of | 


State: 
Ole Ban. oreo ae $ $ $ 707,000 $ 707,000 
Voted ee ba tee ne ee 3,765,000 3,765 ,000 
Walston, 40. ek 192,000 192,000 


[fn Pee ee ae eee 6,396,000 6, 396,000 


$ 6,588,000 $ 3,765,000 $ 707,000 $ 11,060,000 


The construction of the National Arts Centre building is being carried out und. 
the control and supervision of the Department of Public Works. . 

T he transactions for the three years as summarized above have been examined 
required under section 67 of the Financial Administration Act in conjunction with o 
examinations of the Departments of the Secretary of State and Public Works. | 
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| _ 277. National Gallery of Canada. This body was incorporated under the National 
Gallery Act, R.S., c. 186, for the development, maintenance, care and management of 


the National Gallery, the acquisition of works of art and generally the promotion of 
public interest in art in Canada. 


| Pursuant to section 9 of the Act, we have audited the accounts of the Gallery and 
have reported thereon to the Secretary of State. 


The following is a summary of expenditure for the past two years: 


Year ended March 31 


1967 1966 
| Administration and general services............................. $ 702,000 $ 604,000 
| ee tr nes ee OU gS LADS 485,000 390, 000 
Development and care of collections............................ 318,000 240,000 
Educational and extension services.............................. 208 , 000 176,000 
ULSD ahaa ee endian sae treet 101,000 88,000 
ag oe 5 SF lolol ied paca led toad ARCA RAAT ALS 8,000 8,000 
1,822,000 1,506,000 
a NS 2 a ne ee 520, 000 832,000 
IS i Gvcwriewa! bos Bacar: sci c lee ee 55, 000 83 , 000 
MD iy iu, te hl fa hx ote bo ik oes lk $ 2,397,000 $ 2,421,000 
Total expenditure provided for by— 
Parliamentary appropriation................................. $ 1,872,000 $ 1,862,000 
National Gallery Special Operating Account... 2), 0 uk 20 , 000 93,000 
Government departments which provided major services without 
_ Seterhees Shaareadah a ae ee! a a 505,000 466 , 000 


$ 2,397,000  $ 2,421,000 


The operating expenses of the Gallery are met largely from parliamentary appro- 
priations, although in some years amounts have also been paid from the National 
Gallery Special Operating Account in which are accumulated the proceeds of gifts, 
legacies, bequests, and other revenues. Funds for the acquisition of works of art are 
provided through the National Gallery Purchase Account to which are credited moneys 
appropriated by Parliament for that purpose. Funds from the Special Operating 
Account are also used to acquire works of art and $20,000 was expended from it for 
this purpose in 1966-67. 

As stated in our Reports for the past five years, parliamentary control may be 
weakened by the supplementing of specific appropriations by expenditures from the 
Special Operating Account. Also, it is doubtful whether this Account should be 
sredited with the proceeds from sales of slides and photographs, exhibition and lecture 
ees, and service charges, while costs of producing such revenues are met almost entirely 
tom the parliamentary appropriation for operating expenses. 
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278. Public Printing and Stationery stores. Subsection (2) of section 34 of the 
Public Printing and Stationery Act, R.S., ¢. 226, provides that: 


The Auditor General shall, annually or more frequently at his discretion, cause the 
stock of stationery, printing materials and supplies in store, to be checked with the quanti- 


ties purchased and supplied. 

With effect from April 1, 1966, all stationery, printing materials and supplies” 
referred to in section 34(2) of the Act were taken over by the Canadian Government 
Supply Service and consequently there were no inventories to check in accordance with 
this provision as they no longer remained a charge to the Queen’s Printer’s Advance 
Account. (See also paragraph 133 of this Report.) The accounts of the Canadian 
Government Supply Service are audited in accordance with the requirements of the 


Financial Administration Act. 


279. The Queen Elizabeth II Canadian Fund to Aid in Research on the Diseases of 
Children. The Queen Elizabeth II Canadian Research Fund Act, 1959, c. 33, established 
this Fund to assist individuals or organizations to undertake or carry on research into the | 
diseases of children and the causes, prevention and treatment of such diseases. A Board | 
of Trustees consisting of a chairman and six members is responsible for the management 
and administration of the Fund. As required by the Act, the National Research Council | 
of Canada provides, without charge, such secretarial and other administrative and tech- 
nical services and facilities as may be required by the Board, whose headquarters are i - 
Ottawa. A report on the audit of the Fund’s accounts for the year ended March 31, 1967 
was made to the Board and to the Prime Minister as required by the Act. 

The Act provided $1 million for the Fund and permits the Board to accept gifts | 
for its purposes. The following is a summary of the Fund’s transactions for the year | 
together with comparable figures for the preceding year: | 


Year ended March 31 


1967 1966 
te iy | 
Beanhew at, DeRNIne. OL VOR... hs ccc tas, dun ee ee eee $ 1,057,000 $ 1,060,000 | 
PisbPai ties. G2) SAA WCRLIONIES | boas aos sp as As ee ee 53 , 000 59,000 | 
sf ei eT | 
1,110,000 1,119,000 | 
awerus approved during yaar...) 20. eee ee eee 102,000 73 , 000 | 
Less: Cancellation of awards approved in prior year............... ne 11,000 | 
102,000 62,000 | 
alaniee at end Of eer ee eS Te eee $ 1,008,000 $ 1,057,000 | 
| 


| Two categories of awards have been approved by the Board of Trustees, namely 
Queen Elizabeth II Fellowships” and “Queen Elizabeth IL Scientists”. Awards in 4 
first category are made to doctors of medicine or “other suitable fields of science” 4 


enable them to obtain advanced training and experience in research related to diseases of | 


q 
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children. The value of a fellowship ranges from $3,700 to $7,000 per annum, depending 
on qualifications, plus a travel grant and children’s allowance where applicable. Five new 
and three renewal fellowships totalling $53,500 were awarded during the year but four 
of these totalling $26,800 have since been declined. 

The second category covers the salaries of scientists appointed to carry out research 
at universities or teaching hospitals. Regulations approved by the Board of Trustees with 
regard to these appointments provide for payments of $10,000 per annum for the first 
three years and $5,000 per annum for the next following three years, after which the 
institution at which the appointment is held is expected to maintain the salary of the 
appointee at an appropriate level without further recourse to the Fund. One such appoint- 
ment was made during the year and provision for the $45,000 which it is expected will be 
ultimately expended was made in the Fund’s accounts. The Fund continues to support 
four appointees of prior years and the outstanding liability of $70,000 in this connection 
was included in the total provision of $171,000 for awards approved, appearing in the 
perance sheet of the Fund at March 31, 1967. 
| 280. Roosevelt Campobello International Park Commission. The Commission was 
sstablished by an agreement between Canada and the United States signed on January 
2, 1964 to administer the Roosevelt Campobello International Park, on Campobello 
sland, N.B., as a memorial to President Franklin Delano Roosevelt. Implementing legis- 
ation in Canada is the Roosevelt Campobello International Park Commission Act, 
964-65, c.19. The Commission consists of six members, three appointed by the Govern- 
nent of Canada and three by the Government of the United States of America. 
Proprietary equity at December 31, 1966 totalled $641,000, represented by: cash, 
229,000; land and buildings, $430,000; other assets, $12,000; less accounts payable and 
ontractor’s holdback, $30,000. 

All costs of maintenance and development of the Park are shared equally by the 
Wo countries. Operating expenses totalled $81,000 for the Commission’s year ended 
Jecember 31, 1966 compared with $57,000 for the nine-month period ended December 
1, 1965. The major items of expense were: salaries, wages and employee benefits, $62,000; 
‘avel, $6,000; repairs and maintenance, $4,000; insurance, $1,600; consultant’s fees and 
<penses, $1,600; and expense of the corner-stone ceremony, presided over by the Prime 
finister of Canada and the President of the United States of America, $1,600. 
Capital expenditures amounted to $213,000 of which $209,000 was for property 
nprovements and $4,000 was for equipment. 


281. Royal Canadian Mint stocks. The Royal Canadian Mint is a branch of the 
lepartment of Finance and its revenue and expenditure accordingly form part of, and are 
‘amined with, departmental revenue and expenditure. However, section 20 of the Cur- 
ney, Mint and Exchange Fund Act, R.S., ¢.315, requires that “the Auditor General 
all, at least once in each year, inspect the store of bullion and coin at the Mint”. We 
spected these stores as at March 31, 1967 and reported thereon to the Deputy Minister 
| Finance. The stocks of bullion and metals at cost and coin at face value held by the 
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Mint at that date amounted to $18,048,000 comprising: gold, $3,550,000; silver, 
$12,165,000; bronze, $469,000; nickel, $1,787,000; and other metals, $77,000. 


* # # *% 


I would like to record my appreciation to all members of the staff of the Audit Office 
for their loyalty and devotion to duty during the past year. 

On January 1, 1967 the former Assistant Auditor General, Mr. Ian Stevenson, com- 
menced his retirement after thirty-two years service in the Audit Office, for the last 
three of which he was seconded to the North Atlantic Treaty Organization Board of 
Auditors for Infrastructure Accounts. Mr. Stevenson enjoyed excellent relations with 
the various departments and was highly regarded by all members of our staff. 


A. M. HENDERSON 


Auditor General of Canada. 


November 30, 1967. 
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APPENDIX 1 


RECOMMENDATIONS AND OBSERVATIONS BY THE STANDING COMMITTEE 
ON PUBLIC ACCOUNTS NOT YET IMPLEMENTED OR DEALT WITH BY 
EXECUTIVE ACTION 


Fourth Report 1963—presented to the House on December 19, 1963 


1. SECOND CLASS MaIL. The Committee expressed its belief that early consideration should 
be given by Parliament to ways and means of covering the loss of the Post Office 
Department in handling second class mail and requested the Auditor General to keep 
the matter before Parliament in his annual Reports in order that subsequent committees 
may give consideration to it. 


In its Fourth Report 1966-67 the Committee stated that it feels that there is some- 
thing wrong when no action has been taken with respect to, and apparently very little 
consideration given to, its recommendation on this matter. The Committee first drew the 
matter to the attention of the House in its Third Report 1958 and, while minor changes 
have been made, the annual loss has continued to increase and the Committee is of the 
opinion that sufficient consideration has not been given to the solution of this problem. 
It considers it essential that the Post Office Department or Parliament immediately 
find ways and means of covering the loss of the Post Office Department in handling: 
second class mail without this being done at the expense of other classes of mail, keeping 
in mind, however, the need of assistance to small independently-owned newspapers cir- 
culating in rural areas. See paragragh 129 of this Report. 


2. DEPARTMENTAL OPERATING ACTIVITIES. The Committee reiterated its belief that it would 
be desirable, in order that Members may have a clear understanding of the true financial 
results of departmental trading and servicing activities, were overall financial statements 
reflecting these activities to be included in the Public Accounts, provided this can be 
done without undue cost or staff increases. The Committee requested the Auditor 
General to continue to keep the development of this objective under close surveillance 
and to report thereon to the Committee in due course. See paragraph 251 of this Report. 


3. INTERNAL FINANCIAL CONTROL. The Committee requested the Auditor General to continue: 
his examinations into the important area of internal financial control and to report 
further to the House on steps taken or which should be taken to improve financial’ 
management in the various departments, Crown corporations and other instrumentalities. 


4. UNEMPLOYMENT ASSISTANCE. The Committee shared the opinion of the Deputy Minister 
of National Welfare and the Auditor General that consideration should be given by 
Parliament to redrafting the Unemployment Assistance Act so as to state more clearly 
the objectives and methods of achieving them and to remove ambiguities in the present 
law which have resulted in varying interpretations. It believed that consideration should 
also be given to including with Unemployment Assistance other existing programs to 


ae - needy so as to provide better co-ordination of federal-provincial efforts 
this held. ; 

. | 
) In its Fourteenth Report 1966-67 presented to the House on March 2, 1967 the 
C ommittee referred to discussions it had with the Deputy Minister of National Welfare 
concerning the Canada Assistance Plan enacted by Parliament in 1966 which permits the: 


1 
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Federal Government to enter into agreements with the provinces to make contributions 
to the cost of providing assistance and welfare services, pursuant to provincial law, to 
all persons in need. The Committee believes that the new plan should provide a better 
overall co-ordination of assistance programs, although recognizing that, until the regu- 
lations under the plan are established and agreements entered into with the provinces, 
it is not possible to fully assess the adequacy of the new comprehensive approach to 
social assistance in overcoming administrative weaknesses previously criticized. The 
Committee asked the Auditor General to follow up this matter and report further to the 
House thereon in due course. See paragraph 115 of this Report. 


Fourth Report 1964-65—presented to the House on J uly 28, 1964 


- FINDINGS OF THE ROYAL COMMISSION ON GOVERNMENT ORGANIZATION. The Auditor General 


referred to the numerous and widespread findings made public in 1962 and 1963 by 
this Royal Commission as a result of its examination into the organization and 
methods of operation of departments and agencies of the Government. He reminded the 
Committee that where administrative action has caused or contributed to waste of 
public money, it is his duty to report such cases as he considers should be brought to 
the notice of the House. He pointed out that while some instances come to his attention 
directly during the course of his audit work, others are indirectly brought to light by 
action on the part of the administration itself in the course of examining its own opera- 
tions, as for example, through the medium of internal auditing. 


By the same token, he considers it to be his duty to study reports prepared by or 
for the managements of departments and agencies, as are by law available to him, 
directed toward the saving of public money by the elimination of wasteful] practices and 
unnecessary or uneconomical operations. To the extent such reports correctly indicate 
where and how savings could be made, the Auditor General considers he has a respon- 
sibility to Parliament to follow through in all such cases and ascertain what action 
has been or will be taken toward achieving such savings, or if no action is to be 
taken, to inquire why. On the other hand, he does not conceive it to be his responsibility 
to assess the practicability of any specific recommendations made because, in his view, 
the decision with respect to the extent to which, or the ways in which, such recommenda- 
tions can and will be implemented must always be the sole responsibility of management. 


With regard to the findings of the Royal Commission on Government Organiza- 
tion, the Auditor General believes it to be of considerable importance that those relating 
to outdated procedures, uneconomical operations and wasteful practices be effectively 
dealt with, not only in the interests of improving efficiency but because of the sub- 
stantial savings of public funds which could result. It is the opinion of the Committee 
that not only does this lie within the statutory responsibilities of the Auditor Genera] 
but that the Auditor General’s concept of his responsibilities in this matter is in accord 
with the intent and wishes of Parliament. See paragraph 7 of this Report. 


- THE FORM AND CONTENT OF THE ESTIMATES, In its Third Report 1963 tabled in the House 


on December 19, 1963 the Committee made four recommendations of which the follow- 
ing two have not yet been implemented: 


(a) inclusion of supporting financial information of Crown corporations and other public instrumen- 
talities in the Details of Services for the purpose of providing better information to the Members 
and to the public with respect to the nature of the fiscal requirements of the Crown corporations 
and other agencies requiring financing by parliamentary appropriations ; and 

(b) inclusion of brief notes in the Estimates explaining proposed major increases in the size of staff 
establishments of all government departments and the Crown corporations and other public 
instrumentalities referred to under clause (a) above. 
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The Secretary of the Treasury Board explained to the Committee that he had not 
vet been able to discuss with any of the Crown corporations or public instrumentalities 
the practicability of including supporting financial information in the Estimates with 
respect to their operations. He undertook to do so and to advise the Auditor General 


for the information of the Committee. 


The members of the Committee were glad to learn from the Secretary of the 
Treasury Board that he supported the recommendations made under this heading by 
the Auditor General in his Reports to the House. The Committee believes that there is 
room for improvement in the Estimates presentation designed to provide more inform- 
ative description and more complete disclosure of pertinent supporting detail— 
information which, in the opinion of the Committee, is essential if Parliament is to be 
in a position to give the Estimates the close study and consideration they deserve. See 


paragraph 8 of this Report. 


- GOVERNOR GENERAL’S SPECIAL WARRANTS. The Committee recommended that a study be 


made of Governor General’s special warrants. 


_ UNEMPLOYMENT INSURANCE FUND AND ITS ADMINISTRATION. The Committee stated its 


opinion that it is in the public interest that the Government’s consideration of the 
report of the Committee of Inquiry (which was tabled on December 20, 1962) be com- 
pleted as soon as possible, and that the Government bring forward promptly such 
proposals as it may deem necessary to deal with the problems raised by the report. 


The Committee also reiterated the additional recommendation made in its Fourth 
Report 1963 that preparation of the annual financial statements for the Unemployment 
Insurance Fund should be made a statutory responsibility of the Unemployment Insur- 
ance Commission and that the statements should be reported on by the Auditor General. | 


After having a report from departmental officers, the Committee in its Fourteenth 
Report 1966-67, presented to the House on March 2, 1967, indicated its understanding _ 
that legislation was to be brought before the House covering the report of the Com- 


mittee of Inquiry. See paragraph 266 of this Report. 


_ OFFICE OF THE AUDITOR GENERAL. In the opinion of the Committee, it is fundamental — 


| 


that this independent auditing office be strong, capable, efficient and equipped to oper- 
ate in accordance with the high standards of independence and objectivity expected | 
of professional accountants, with respect to the legal duties. | 


In its Third Report 1966-67 the Committee reiterated its opinion that as an officer | 
of Parliament the Auditor General should have the right to recruit the professional and | 
senior staff he needs in the same independent manner as do other officers of Parliament 
and added that the Auditor General’s establishment should continue to be set in the’ 
same manner as government departments. See paragraph 10 of this Report. | 


Fifth Report 1964-65—presented to the House on August 5, 1964 


CANADIAN BROADCASTING CORPORATION—-REPORT OF THE ROYAL COMMISSION ON GOVERNMENT | 
ORGANIZATION. The Committee recommended that the Secretary of State table an official » 
memorandum in the House presenting the views of the Canadian Broadcasting Corpora- | 
tion and its replies to each of the matters dealt with by this Royal Commission in 11s 
teport 19 and that this be done before the estimates of the Corporation are considered | 


by the House. See paragraph 224 of this Report. 


ia 


om 
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Sixth Report 1964-65—presented to the House on October 20, 1964 


NATIONAL DEFENCE ADMINISTRATIVE REGULATIONS AND PRACTICES. The Committee 
expressed the hope that the changes which have been made or are in the process of 
being made in the Armed Forces administrative regulations will bring about the desired 
results. It requested the Auditor General to inform the House of any case where the 
changes appear to be inadequate or where abuse and waste of public funds develop. 
See paragraphs 87 and 88 of this Report. 


UNAUTHORIZED USE OF CROWN-OWNED VEHICLES. The Committee recommended that the 
regulations be amended to provide for uniform penalties of sufficient magnitude, appli- 


cable to all personnel, to act as a real deterrent to the unauthorized use of Crown- 
owned vehicles. 


FINANCIAL ASSISTANCE TO TOWN OF OROMOCTO, N.B. The Committee recommended to the 
Department of Finance that consideration be given to writing off to expense certain 
loans made to the Town. See paragraph 196 of this Report. 


ASSISTANCE TO PROVINCES BY THE ARMED FORCES IN CIVIL EMERGENCIES. The Committee 
noted that certain provinces had not settled outstanding accounts with the Department 
of National Defence relating to assistance provided by the Armed Forces in civil 
emergencies in prior years. It also noted that as the Department had not been successful 
in collecting the accounts, they had been referred to the Executive for direction but such 
direction had not as yet been received. The Committee directed the Auditor General 
to inform it of the final outcome of these matters, 


PENSION AWARDS EFFECTIVE AT AN EARLY AGE. The Committee noted that the Department 
of National Defence has been conducting a general review of the benefits payable under 
the Canadian Forces Superannuation Act and has been considering the advisability of 
introducing deferred pensions similar to those provided for under the Public Service 
Superannuation Act and that this review is continuing. The Committee requested the 
Auditor General to keep it informed as to the progress being made in the introduction 
of deferred pension benefits for servicemen retiring at comparatively early ages. 


In its Sixth Report 1966-67 the Committee noted that the departmental studies 
were almost complete but that it would take some time for the Department to examine 
them and arrive at conclusions. The Committee requested the Auditor General to keep 


Members of the House informed of the progress being made. See paragraph 92 of this 
Report. 


DISCRETIONARY AWARDS OF SERVICE PENSIONS. The Committee noted that the Department 
of National Defence is making a study in an endeavour to achieve a system under 
which the entitlements to all pensions would be specific which, if this were possible, 
would eliminate the considerations of the Pension Board which is now responsible for 
establishing reasons for release. The Committee requested the Auditor General to advise 
it in due course of any action taken to revise the present system. 


In its Sixth Report 1966-67 the Committee, while noting that the study had been 
stopped pending completion of integration of the Armed Forces, again expressed the 
opinion that it is desirable that entitlement to all pensions be specific and requested the 
Auditor General to continue to keep the Members of the House informed of the progress 
being made by the Department toward revising the present system. 
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ERRORS IN PUBLIC SERVICE SUPERANNUATION ACCOUNT PENSION AND CONTRIBUTION 
CALCULATIONS. The Committee expressed concern that this matter (first drawn to the 
attention of the Department of Finance by the Auditor General in 1959), which it 
regards as being very serious, is taking so long to be corrected. It requested the Auditor 
General to keep it fully informed. 


In its Seventh Report 1966-67 the Committee noted that immediate steps were 
being taken to include in the internal auditing procedures of the Superannuation Branch 
an examination of the employee’s contributions in relation to his salary and the docu- 
ments on file. It requested the Auditor General to continue to keep it fully informed. 
See paragraph 70 of this Report. 


INTEREST CHARGES ON LOANS TO THE NATIONAL CAPITAL COMMISSION. The Committee 
recorded how, in its Fourth Report 1968, it had expressed the view that since outlays on 
properties such as those held by the National Capital Commission are expenditures of | 
the Crown rather than income-producing investments, it would be more realistic were 
Parliament asked to appropriate the funds in the years in which properties, which are 
not to be specifically held for resale, are to be acquired, instead of leaving the expend- 
iture involved in the repayment of loans to be absorbed in future years. 


After hearing further evidence, the Committee stated it continues to hold the view 
that outlays on properties such as these are expenditures of the Crown rather than 
income-producing investments, and that Parliament should be asked to appropriate | 
the funds in the years in which the properties are to be acquired. It pointed out that if 
this were done it would eliminate the need for Parliament to appropriate funds to the 
Commission to service loans made under the present practice. The Committee repeated 
its request that the Department of Finance review the existing practice with the 
National Capital Commission with a view to placing the financing of the Commission — 
on a more realistic basis. | 


In its Seventh Report 1966-67 the Committee repeated its views on this matter and — 
stated that it was glad to note the undertaking of the Department of Finance to review — 
and discuss the accounting treatment involved with the Auditor General. See also | 
item 36 of this Appendix and paragraphs 196 and 248 of this Report. 


ACCOUNTS RECEIVABLE. The Committee expressed concern that weaknesses exist in the > 
internal control with respect to accounts receivable and suggested that the Treasury | 
Board have the matter studied with a view to ensuring that amounts due to the Crown | 
are adequately recorded, that an accounts receivable control system is instituted and | 


that collection procedures are tightened up and firmly enforced. See paragraph 197 of 
this Report. 


INDIRECT COMPENSATION TO CHARTERED BANKS. The Committee recalled that, in its 
Fourth Report 1963, it had advised the House that it was in agreement with the view | 
of the Auditor General that the arrangement existing between the chartered banks and | 
the Government of Canada does constitute indirect compensation to the chartered banks | 


and that this may be construed as being contrary to the intent of section 93(1) of the 
Bank Act. | 


The Committee reiterated its belief that, if the banks are to be compensated for. 
services provided to the Crown, consideration should be given to the most equitable 
manner in which this may be done, with statutory sanction being given by means of 


an appropriate amendment to the Bank Act, possibly at the time of the decennial - 
revision in 1965. | 
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In its Seventh Report 1966-67 the Committee noted that notwithstanding this 
recommendation, Bill C-222, An Act respecting Banks and Banking, given first reading 
on July 7, 1966, includes a provision under subclause (2) of clause 93 designed to permit 
the continuation of the practice of compensating the banks indirectly for services 
provided to the Crown by keeping non-interest-bearing funds (currently an aggregate 
of $100 million) on deposit with them. 


In the opinion of the Committee the proposed amendment does not meet the recom- 
mendation of the Committee and it requested the Department of Finance to provide 
to the Committee an explanation as to why it considers that an amount of $100 
million should be left on deposit with the chartered banks free of interest, and why, 
if it considers that the chartered banks should be compensated for the service provided 
by them to the Government, it has not recommended that subsection (1) of section 
93 of the Bank Act be amended to permit this, and also what other means of com- 
pensating the banks for services rendered were considered and the reasons why they 
are being discarded. See paragraph 69 of this Report. 


THE CANADA COUNCIL. The Committee stated that, in its Fourth Report 1963, it had noted 
that the Council proposed to accept the 1956 census as a basis for distribution of the 
profits realized and interest earned on the University Capital Grants Fund and also 
to accept the “hotch-pot” or trust fund approach to this distribution. Because of doubts 
expressed by other legal counsel and the Auditor Genera] as to the propriety of applying 
these bases, the Committee had postponed further consideration of the matter. 


The Committee was informed that in the interim the Council had proceeded to 
allocate and distribute funds resulting from profits realized and interest earned on the 
foregoing bases. The Committee regarded the approach as a reasonable one, but because 
of the conflicting views held as to whether the action taken is ultra vires of sub- 
section (2) (b) of section 17 of the Canada Council Act, recommended that steps be 
taken to seek amending legislation to provide clear authority for the Council to use the 
1956 census and the “hotch-pot” approach in the distribution of interest and profits in 
respect of the University Capital Grants Fund. 


In its Third Report 1966-67 the Committee again reiterated its recommendation 
and requested the Canada Council to formally request the Government to give considera- 
tion to the required amending legislation with the object of having it considered by 
Parliament prior to the final closing out of the University Capital Grants Fund. See 
paragraph 270 of this Report. 


Seventh Report 1964-65—presented to the House on December 7, 1964 


SURPLUS ASSETS DISPOSAL. The Committee expressed deep concern that while physical 
inventory quantities are maintained and are readily available in respect of all the 
equipment and supply items maintained by the Department of National Defence, the 
purchase cost of the materials, including supplies and equipment stores at supply depots 
and at repair and overhaul contractors’ establishments, is not available. In accordance 
with sound business practice, it would be reasonable to ascertain, for the purposes of 
financial management control, the value of the inventory and what it costs to store 
and handle such an inventory. 


While the Committee expressed its satisfaction with the supervisory methods exer- 
cised by the Department of National Defence over its physical inventory quantities, 
it did not see how the Department can perform a really effective job of inventory 
management without knowing the value of the inventory and what it costs to carry it. 
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Furthermore, the lack of any cost or carrying values has rendered it difficult for the 
Committee either to form any reasonable estimate of the value of the supphes on hand 
or to determine what would seem to be a reasonable inventory level for a department 
the size of the Department of National Defence to maintain for the requirements of the 
three Armed Forces. In this connection it should be borne in mind that appropriations 
approved for the Department of National Defence have aggregated an average of 31,646 
million annually, of which $421 million related to equipment, materials and supplies, 
over the past five years so that it does not seem unreasonable for the Committee to 
expect that some maximum dollar figure of values should be established to govern the 
size of the inventory. It was explained to the Committee by the officials of the Depart- 
ment of National Defence that the Department has been studying this matter for some 
time and the hope is entertained that it will be possible in due course to record the dollar 
value of this stock subject to the extent to which the recommendations of the Royal 
Commission on Government Organization are implemented in the years ahead. The 
Committee found general agreement that the determination of this would contribute 
materially to an improvement in the management of an inventory of this size. 


The Committee made four recommendations of which the following has not yet 
been implemented: 


that every effort be made by the Executive to introduce at as early a date as possible an 
effective accounting change in the operations of the Department of National Defence 
whereby inventory quantities can be costed on acquisition and recorded in the quarterly or 
periodic inventory listings made by the Department. 


Eighth Report 1964-65—presented to the House on December 7, 1964 


AWARDS UNDER THE PENSION AcT. The Committee made the following recommendations 
designed to clarify the Act (see paragraph 162 of this Report) : 


(a) that the extent of the powers delegated to the Commission under section 25 of the Act, “to 
grant a compassionate pension, allowance or supplementary award in any case that it considers 
to be specially meritorious” where the applicant is otherwise unqualified to receive such an award, 
be clarified by defining the term “specially meritorious” ; 

(b) that the ambiguity under the Act whereby section 40 (2) appears to contemplate that a pension 

in respect of death of a member of the-forces be limited to a single class of recipient whereas 

other sections of the Act provide that payments in respect of a death may be made concurrently 
to a widow (section 37), children (section 26) and parents (section 38), be eliminated; 
that the inconsistency apparent under section 38 of the Pension Act where pensions awarded to 
widowed mothers under subsection (3) thereof, which requires that the parent must be incapac- 
itated by mental or physical infirmity from earning a livelihood, are by reason of subsection 

(7) being continued in payment even though the widowed mothers have subsequently been 

able to undertake full-time employment, be removed; 


(d) that consideration be given to adding a section to the Pension Act similar to section 18 of the 
War Veterans Allowance Act to deal with cases where it appears to the Commission that there 
had been a deliberate disposal of property for the purpose of qualifying for a dependent parent 
award; 

(e) that, having regard for section 40 (1) of the Pension Act which provides that no person shall be 
awarded more than one pension in respect of death, the Commission reconsider the legality 


a 


(ce 


of its decision to permit an award to a dependent parent of a second pension in respect of the - 
death of a child after the rights to a pension awarded in respect of the death of another child | 


have been lost under the terms of section 45 (2) of the Act. 


WAR VETERANS ALLOWANCES. The Committee made the following recommendations (se 


paragraph 163 of this Report): 


(a) the Committee, after taking note of the increasing number of overpayments arising mainly from 


veterans making false or misleading statements, and of the fact that, although 80 such cases 
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had been referred to the Board by the Auditor General in 1962 and 1963, in none of these had 


legal action been instituted, recommends that all cases of deliberate deception which come to 
notice be vigorously prosecuted ; 


(6) that the Act should be amended to recognize mortgages receivable and agreements for sale as 
either personal property or an interest in real property. In the meantime, where it appears to 
the Board that the terms of a mortgage receivable or agreement for sale are unrealistic in 
relation to the life expectancy of the individual and the going market rates, the Board should 
deem the return from these assets to be at a reasonable monthly rate; 


(c) that in cases where the presence of a child is the reason for an award at married rates, the 


income of the child, except income specifically exempted under the Act, be taken into account 
in determining the amount of the award. 


AMENDMENTS TO THE CUSTOMS ACT AND THE EXCISE TAX ACT. The Committee made four 
recommendations of which the following two have not yet been implemented (see para- 
graphs 118 and 120 of this Report): 

(a) Sales of goods unclaimed at Customs— 
that the practice of the Department in waiving all or part of whatever storage charges are 
applicable in order that at least the duties may be recovered be given statutory sanction 
by means of an appropriate amendment to section 23 of the Customs Act. 

(b) Determination of ‘sale price’ for sales tax purposes— 
that an amendment be made to the Excise Tax Act designed to give statutory sanction 
to the existing scheme of valuation followed by the Department of National Revenue in 
authorizing manufacturers by regulation to compute the sales tax on less than the actual 
sale price. 

In reiterating these recommendations in its Fifth Report 1966-67 the Committee 
stated that it was disturbed that no attention had been paid to them. The Committee 
then made one additional recommendation: 

(c) Refund of duty paid on goods diverted to use other than that for which they were imported— 
that an amendment be made to the Customs Act to give statutory sanction to the practice 
of the Department of granting refunds of duty in cases where goods were entered under 
an item of the tariff, upon payment of duty at the rate applicable to such goods, and 


subsequently diverted to a use which would have entitled them to entry under a different 
tariff item had they then been imported. 


GENERAL ELECTION EXPENDITURE. The Committee noted the practice followed over the 
years of making accountable advances to election officers for the payment of office 
rental and various other expenses incurred in connection with an election. It noted that 
the Chief Electoral Officer in his report to the Speaker of the House of Commons on the 
1962 general election had recommended that the Canada Elections Act be amended to 
provide for the payment of an accountable advance to an election officer, limited to an 
amount which might be necessary to defray such office and other incidental expenses as 
may be approved under the tariff of fees, costs, allowances and expenses. 


The Committee recorded its support of this recommendation by the Chief Electoral 
Officer and expressed the hope that the amendment will be considered by Parliament at 
an early date. 


ACCOUNTS NOT EXAMINED BY THE AUDITOR GENERAL. The Committee noted that although 
this officer of Parliament is the auditor of the majority of the Crown corporations, it has 
not been the practice of successive governments to appoint the Auditor General the 
auditor of seven of the Crown corporations and other public instrumentalities and that 
therefore their accounts have not been examined and reported upon by him to the House. 
The Committee expressed its belief that it would be in the best interests of Parliament 
in its control of public funds were the Auditor General empowered to audit the accounts 
of all of the Crown corporations, agencies and public instrumentalities owned or con- 
trolled by the Crown, wherever they may be, and to report thereon to the House. 


240 


28. 


30. 


31. 


AUDITOR GENERAL’S REPORT, 1966-67 


The Committee therefore recommended: 


(a) that the Auditor General be appointed either the sole auditor or a joint auditor pursuant to sub- 
section (2) of section 77 of the F inancial Administration Act, of each Crown corporation, agency 
and other public instrumentality in respect of which other auditors have been or may be 
appointed ; 


(b) that in cases where such other auditors are appointed, they function as joint auditors with the 
Auditor General, and that such appointments be made by the Government. 


In its Third Report 1966-67 the Committee repeated this recommendation. See also 
item 48 of this Appendix and paragraphs 217 to 219 of this Report. 


AUDIT OF THE OFFICE OF THE AUDITOR GENERAL. The Committee noted that pursuant to 
the provisions of section 75 of the Financial Administration Act, an officer of the 
public service nominated by the Treasury Board examines and certifies to the House of 
Commons in accordance with the outcome of his examinations the receipts and disburse- 
ments of the Office of the Auditor General. 


The Committee recommended that this section of the Financial Administration Act | 
be amended to provide that the receipts and disbursements of the Office of the Auditor | 
General be examined by a qualified person nominated by Parliament through its Stand- 
ing Committee on Public Accounts, and that such person should report thereon to the 
House of Commons. In its Third Report 1966-67 the Committee reiterated this 
recommendation. 


Third Report 1966-67—presented to the House on June 28, 1966 


. SALARY OF THE AUDITOR GENERAL. The Committee noted that whereas the salaries paid | 


to the senior deputy ministers and others were substantially increased with effect from | 
December 1, 1965, no proposal had been made to the House by the Government to adjust 


the salary of the Auditor General whose salary is fixed pursuant to section 65(2) of the . 
Financial Administration Act. 


In order to render the Auditor General independent of the Executive in this regard, | 
the Committee recommended that section 65(2) of the Financial Administration Act be — 
amended to provide that the Auditor General shall out of the Consolidated Revenue 
Fund be paid a salary not less than the highest amount being paid to a senior deputy — 
minister in the public service of Canada. 

SEPARATE ACT OF PARLIAMENT. The Committee is of the opinion that all of the character- | 


istics, duties and functions of the Office of the Auditor General should be set out in a 


separate Act of Parliament governing this Office instead of being a part of the Financial — 
Administration Act. 


The Committee requested the Auditor General to consult his legal advisers and to | 


co-operate with them in drafting such an Act for submission to the Committee and to the - 
Government. 


STANDING COMMITTEE ON PUBLIC ACCOUNTS. The Committee has studied an arrangement | 
in Australia whereby the Public Accounts Committee is appointed under an Act of 
Parliament instead of under terms of reference by the House of Commons as is the | 


case in Canada. | 
The Committee believes that control of public expenditure of the size and com- | 


plexity taking place in Canada today requires a Committee established by statute and | 
recommended that legislation of this type be introduced in the House. 
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As this recommendation had not been adopted up to the time the Committee 
presented its Thirteenth Report 1966-67 to the House on March 1, 1967, the Committee 
recommended that as soon as possible after commencement of the second session of the 
twenty-seventh Parliament, the Standing Committee on Public Accounts be established 
as a Committee to remain in existence until dissolution of the twenty-seventh 
Parliament. 


The Committee further recommended that the annual Public Accounts and the 
Report of the Auditor General be referred to the Public Accounts Committee at the time 
they are tabled in the House. 


Fourth Report 1966-67—presented to the House on October 17, 1966 


POST OFFICE SAVINGS BANK. The Committee noted that the Post Office Department was 
currently giving consideration to changes required in order that unclaimed balances in 
the accounts of the Post Office Savings Bank may be dealt with in a manner similar to 
that in which unclaimed balances in chartered banks are handled. The Committee con- 
curred in this action and insists that the Department bring the matter to a conclusion 
as soon as possible. 


Fifth Report 1966-67—presented to the House on October 19, 1966 


POSSIBLE LOSS OF REVENUE WHEN GOODS LOSE TAX-EXEMPT STATUS. The Committee noted 
the manner in which the Customs and Excise Division of the Department of National 
Revenue places on owners and importers the onus for reporting any duty or tax which 
might become payable on non-tax paid equipment or goods. The Department maintains 
no control on such goods and consequently it is possible for equipment or goods to lose 
tax-exempt status without this coming to the attention of the Department, in which 
case there would be a loss of revenue to the Crown. 


The Committee urged the Department to strengthen its procedures wherever pos- 
sible so as to minimize any possible loss of revenue to the Crown. 


DRAWBACK PAID ON GOODS DESTROYED AFTER RELEASE FROM CUSTOMS. The Committee was 
concerned to note that it had been the practice of the Department of National 
Revenue (Customs and Excise Division) to recommend to the Governor in Council that 
duty drawbacks or remissions be made on goods “destroyed in Canada at the expense 
of the owner under Customs supervision” when section 22(6) of the Financial Admin- 
istration Act, as amended, directs that: “No tax paid to Her Majesty on any goods 
shall be remitted by reason only that after the payment of the tax and after release 
from the control of customs or excise officers, the goods were lost or destroyed.” 


The Committee is of the opinion that the Department should adopt a stricter atti- 
tude towards requests for refunds and remissions based on circumstances which lie out- 
side of normal business practice. 


TAX EXEMPTIONS FOR PARTICULAR GROUPS. Parliament from time to time grants exemp- 
tions from sales tax and/or other taxes to institutions such as hospitals or schools and 
groups of consumers such as loggers, farmers, etc. In the course of discussions with 
departmental officers and the Auditor General, there were indications that in some 
cases the benefits of such tax exemptions are enjoyed by those whom Parliament had 
not intended to assist. The Committee is aware that special exemptions increase the 
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complexities of administering the tax law but, nevertheless, it feels that the laws must 
be administered so as to ensure that exemptions granted by Parliament are applied 
only in the way Parliament intended. 

The Committee urged the Customs and Excise Division of the Department of 
National Revenue in its administration of special exemptions always to see to it that 
the benefits from these exemptions go to, and only to, those for whom Parliament 
intended them. 


Seventh Report 1966-67—presented to the House on October 26, 1966 


LOANS AND ADVANCES REPRESENTING GRANTS TO CROWN CORPORATIONS. The Committee 
again criticized the practice of treating amounts paid to a Crown corporation, which did 
not have means to repay them, as loans and advances rather than expenditures of the 
Crown. The Committee was disturbed to learn that not only had the financing in this 
manner of the National Capital Commission not been reviewed by the Department of 
Finance as requested by it (see item 18) but the practice had been continued and 
further extended by the Department of Finance in 1965 when the House was asked 


to approve loans aggregating $14,250,000 to the Canadian Broadcasting Corporation to » 


finance capital requirements which in the past were financed by grants charged to 
budgetary expenditure. 

The Committee again expressed the opinion that expenditures of this type are not 
loans or advances which can or should be regarded as revenue-producing assets but are 
in fact grants and should be charged directly to budgetary expenditure in the Public 
Accounts of Canada. The Committee noted the undertaking of the Department of 
Finance to review and discuss the accounting treatment involved with the Auditor 


General and expects the latter’s report thereon in due course. See paragraphs 67, 68, 196 


and 224 of this Report. 


ADVANCES TO CANADIAN CORPORATION FOR THE 1967 WORLD EXHIBITION. The Committee | 


took note of the circumstances under which the Government of Canada is purchasing 
securities issued by the Canadian Corporation for the 1967 World Exhibition and 
guaranteed by Canada and by Quebec. It noted that since the initial grants of $40 


million, of which $20 million was provided by Canada under the Canadian Corporation | 


for the 1967 World Exhibition Act, were fully paid over to the Corporation in 1965 the 
Corporation’s needs have been financed almost exclusively by issuance of these securi- 
ties, all of which have been purchased by Canada. . 


The Committee recommended that amendments to the existing legislation be placed 


before Parliament and the Legislature of the Province of Quebec so that the additional — 
grants required can be made by the parties concerned, namely Canada, Quebec and the | 


City of Montreal. The Committee directed the attention of the House to the fact that 
unless these additional grants are provided, the Corporation’s presently estimated total 
requirement of $143 million (less $40 million already provided by Canada, Quebec and 
Montreal) will have been financed by loans from Canada and the Corporation will be 
burdened with the cost of additional interest and at the conclusion of the Exhibition 


will not have the cash resources necessary for payment of its indebtedness to Canada. — 


See paragraphs 67, 196 and 226 of this Report. 


PRAIRIE FARM EMERGENCY FUND. The Committee believes it is important that the matters — 


referred to by the Auditor General in paragraph 46 of his 1964 Report and paragraph 
52 of his 1965 Report be rectified and recommended that appropriate legislation be 
introduced as soon as possible. It requested the Auditor General to keep the matter 
before the House and the Committee. See paragraph 59 of this Report. 
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Eighth Report 1966-67—presented to the House on November 3, 1966 


39. REPAIRS AND ALTERATIONS TO CANADIAN COAST GUARD sips. The Auditor General, in para- 


40. 


41. 


graph 85 of his 1964 Report, drew attention to an instance where a ship repairer com- 
menced operations under a contract involving a consideration of $43,346 but the work 


actually performed under the contract amounted to $130,851 before the ship was 
returned to service. 


The Committee appreciates the problem faced by the Department of Transport 
when ships for which certain repairs have been contracted for require additional repairs, 
the need for which is not evident until the ship is opened up. 


The Committee also appreciates the danger pointed out by the Auditor General that 
a shipyard could deliberately bid too low for the repairs specified in order to get the 
ship into its yard, and then recoup any loss sustained by including excessive profits in 
charges for the carrying out of the additional work that is found to be required after 
the ship has been opened up. The Committee feels that everything possible should be 
done to assure the Canadian taxpayer that the tender system in the case of ship repairs 
is working to ensure that costs of these repairs are not excessive, and it discussed with 
departmental officers various ways in which this continuing problem might be overcome. 


The Committee recommended that, in addition to all other methods which the 
Department might be able to employ in controlling the cost of extras, ship repair con- 
tracts be drawn up to provide that when extras are involved they shall be undertaken 
on a cost-plus or a modified cost-plus basis, the profit to be limited to the percentage 
of profit realized on the original contract price, with a proviso that no loss be suffered 
on the extras and with the entire contract subject to cost audit by government auditors. 


COST OF SALVAGING SUNKEN VESSEL. The Committee is of the opinion that costs of recov- 
ering a sunken vessel, the oil cargo of which was a threat to waterfowl, marine life and 
coastal property, should be the responsibility of the owner of the vessel and recom- 
mended that the Department of Transport take immediate steps to introduce the 
necessary legislation so that the Crown may be protected from such costs in future. 
See paragraph 159 of this Report. 


COST OF ABANDONED DESIGN PLANS FOR FERRY VESSEL. The Committee discussed with 
officers of the Department of Transport and the Canadian Nationa] Railways the addi- 
tional payment of $20,000 which had to be made to the architects who were preparing 
plans for a ferry vessel to operate between Newfoundland and the mainland. 


In the opinion of the Committee this additional expenditure resulted because the 
Department and the C.N.R. had not come to an agreement as to whether the ferry 
vessel was to be a full icebreaker or simply an ice-strengthened ship, and emphatically 
stated that the Department should ensure in future that agreement is reached before 
architects are asked to proceed with the preparation of plans. 


Although the Treasury Board had approved payment to the architects of the 
final amount of $130,000 for the preparation of these plans, the Board had not been 
advised that this represented an increase of $20,000 over the amount which the architects 
had originally agreed to accept for the assignment. 


The Committee feels very strongly that the Treasury Board must be given all facts 
when it is being requested to approve of contracts, and it urged the Department to 
see that future submissions to the Board are complete in this respect. 


244 AUDITOR GENERAL’S REPORT, 1966-67 


The Committee, recognizing that the ferries operated by the Canadian National 
Railways on behalf of the Department of Transport are in effect rail links, recommended 
that consideration be given to the assuming by the Railways of responsibility for the 
procurement of ferry vessels as is done with respect to rolling stock requirements, 


42. INTERNAL AUDIT GROUP—-DEPARTMENT OF INDIAN AFFAIRS AND NORTHERN DEVELOPMENT, 
When considering inadequate accounting and financial control procedures in the Depart- 
ment, the Committee was pleased to learn that the Department had been strengthened 
by a reorganization of its total administration, including the introduction of positions 
for financial and management advisers. The Committee suggested that the reorganization 
extend to the establishment of an internal audit group with as little delay as possible. 


43. INADEQUATE CONTROL OF STORES AT NORTHERN LOCATIONS. Following consideration of the 
situation disclosed in paragraph 104 of the Auditor General’s 1965 Report, the Com- 
mittee stated that it regards this matter as being of the utmost importance and urged 
the Department of Indian Affairs and Northern Development to establish adequate 
controls on all stores in the North with the least possible delay. See paragraph 77 of this 
Report. 


Tenth Report 1966-67—presented to the House on February 7, 1967 


44. DEPARTMENT OF EXTERNAL AFFAIRS MISSIONS ABROAD. The Committee recommended that 
the Department establish a small internal audit staff without delay to carry out periodic 
examinations of the financial transactions and related administrative procedures at its 
embassies and missions abroad. 


45. SALARIES AND WAGES PAID FOR WORK NOT PERFORMED. The Committee reviewed the prac- 
tice of the Canadian Broadcasting Corporation in making payments to employees for 
scheduled hours during daily or weekly tours of duty in excess of actual hours of 
attendance, noting that such payments aggregate $450,000 per annum. The Committee | 
considered that public funds should not be disbursed for work not performed and that 
managements of Crown corporations have a responsibility to ensure that the taxpayers | 
money is not used for non-productive work of this nature. The Committee recommended 
that such payments be eliminated by the management as and when the present union 
agreements come up for renewal. See paragraph 60 of this Report. 

46. TRANSPORTATION ON LEAVE ALLOWANCE. The Committee recommended that the Depart- | 


ment of National Defence take steps to bring its transportation allowance into line with 
current rail rates. 


47. PROPOSED REMOVAL ALLOWANCE. The Committee recommended that the Department of 
National Defence give consideration to recommending the establishment of a cash 
allowance for members of the Armed Forces being transferred equivalent to 90% of 


the estimated costs of moving their furniture and that it advise the Chairman of the 
Committee and the Auditor General of its decision. 


Eleventh Report 1966-67—presented to the House on February 7, 1967 


48. CENTRAL MORTGAGE AND HOUSING CORPORATION—APPOINTMENT OF AUDITORS. The Com- 


mittee strongly reiterated its previous recommendation that the Auditor General of 
Canada should be the auditor or a joint auditor of all Crown corporations, agencies and 
public instrumentalities owned or controlled by the Crown wherever they may be and 


is 


49. 


50. 


dl. 


52. 


53. 


54. 
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that he report thereon to the House. The Committee therefore recommended that the 
Auditor General of Canada be appointed the auditor or joint auditor of Central] 


Mortgage and Housing Corporation. See also item 27 of this Appendix and paragraphs 
217 to 219 of this Report. 


CENTRAL MORTGAGE AND HOUSING CORPORATION—REPORTS OF THE AUDITORS. The Committee 
is of the opinion that it is entitled to be furnished with copies of all reports made by 
the external auditors of any Crown corporation and requested that the Minister respon- 
sible for Central Mortgage and Housing Corporation instruct the Corporation to make 
these available to the Committee for the fiscal] years ended December 31, 1963 and 
December 31, 1964 and to do so without further delay. 


CENTRAL MORTGAGE AND HOUSING CORPORATION—STATEMENT OF NET INCOME. The Com- 
mittee believed that it would be more informative to Parliament if the figure shown on 
its Statement of Net Income and described as Administrative Salaries and Expenses 
were broken down by the Corporation in future into its major categories or areas of 
expense in accordance with generally accepted accounting practice and the practice 
followed by other Crown corporations on their financial statements. 


Twelfth Report 1966-67—presented to the House on February 9, 1967 


RECONSTITUTION OF FINANCIAL STRUCTURE OF THE NATIONAL HARBOURS BOARD. The Com- 
mittee is concerned that there appears to be little prospect of the National Harbours 
Board being in a position to meet its principal and interest obligations and recommended 
that the financial structure of the Board be reconstituted. In this connection it was 
pleased to receive assurances that this matter was to be dealt with by the Department of 
Finance and the Board within the next twelve months. See paragraph 244 of this Report. 


FEDERAL LOSSES FROM BANKRUPTCIES. The Committee expressed surprise that the federal 
authorities had no knowledge of the revenues lost as a result of fraudulent bankruptcies 
and requested that these figures be obtained and provided to it. 


Thirteenth Report 1966-67—presented to the House on March 1, 1967 


MUNICIPAL WINTER WORKS INCENTIVE PROGRAM. The Committee discussed the practices 
set out in the 1965 Report of the Auditor General to the House with the Deputy Minister 
and officials of the Department of Manpower and Immigration and was informed that 
while a majority of these unsatisfactory practices continued in claims received during 
the fiscal year 1965-66, there had been a substantial improvement in the situation since 
April 1, 1966. 


Members of the Committee expressed considerable concern at the type of question- 
able practices which had developed in the administration of the winter works incentive 
program and the Committee has requested the Auditor General to continue to watch 
the situation closely and advise the House thereon in due course. See paragraph 85 of 
this Report. 


PARLIAMENTARY CONTROL OF EXPENDITURE. The Committee expressed the opinion that 
there is a weakening of parliamentary control when Parliament is unable to take the 
time to examine in detail the amounts being requested as interim supply particularly 
when these exceed the normal one-twelfth for each month for which interim supply is 
requested. It considers it unfortunate that the parliamentary rules do not provide for 
immediate consideration of the Estimates after they are presented to the House so that 
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the proposed spending can be approved and interim supply would not be required so 
extensively. It feels that the rules could and should be changed in this regard in order 
not only to strengthen parliamentary control of public funds but to give the Executive 
the clear mandate it deserves in the discharge of its heavy responsibilities. 


The Committee submitted the following recommendations designed to strengthen 
parliamentary control of public expenditures in the future: 

1. (a) that the business of the House be so arranged that consideration of the annual main estimates 
by the various committees of the House and by the House itself be completed within three 
months of the tabling of these estimates; and 

(b) that when consideration of all or part of any year’s main estimates has not been completed 
by the commencement of the fiscal year to which they relate, thus making interim supply 
a necessity, the first interim supply bill include provision for a period of one, two or three 
months up to a date three months from the end of the month in which the estimates were 


tabled. 


9 that there be no change in the Treasury Board’s procedure whereby it is the agency which 
determines the Government’s overall cash requirements in stated areas, eg. salary increases. 
However, once this determination is completed and the individual departmental needs established, | 


the Committee believes that the additional amount required by each department should be made 


to Parliament for its consideration and appropriation in the usual manner. See paragraph 65 of 


this Report. 


Fourteenth Report 1966-67—presented to the House on March 2, 1967 


55. APPLICATION OF CANADIAN HOSPITAL ACCOUNTING MANUAL TO FEDERAL HOSPITALS. The 


Deputy Minister of National Health informed the Committee that a financial manage- 


ment project team is presently studying this matter and it is expected that their: 
recommendations will be implemented in 1967 or 1968. The Committee has asked the 


Auditor General to follow up this matter and report further to the House thereon im) 


due course. See paragraph 116 of this Report. 


APPENDIX 2 


SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE, 
BY DEPARTMENTS, CROWN CORPORATIONS AND OTHER INSTRUMENTALITIES 


Authorized and on Strength as at March 31, 1967 
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(with comparative figures as at March 31, 1966) 


Employees authorized Employees on strength 


i en ee EE a ee 
March March Increase 
1967 1966 (Decrease) 


Name of Department, Crown Corporation 
March March Increase or other Instrumentality 
1967 1966 (Decrease) 


<a ee ee ee ee 


| DEPARTMENTS (Note 1)— 
Agriculture— 
| 598 513 85 eomiuietration, Branch.» os.0 0 Wo mel... 539 456 83 
| » 4,011 3,956 55 EveseeReMABraneh <4 so 04s cna. a, CR. . 3,669 3,587 82 
2,293 2,081 212 Production and Marketing Branch................... 2,138 2,049 89 
1,868 1,729 139 Health:of Animals Branch) Myyiei.\M ver)... 1,760 1,626 134 
1,250 1, 254 (4) Prairie Farm Rehabilitation Administration......... 1,062 1,070 (8) 
60 75 (15) Prairie Farm Assistance Administration............. 55 71 (16) 
889 874 15 Board of Grain Commissioners...................... 862 819 43 
288 185 103 Canadian Government Elevators.................... 284 157 127 
11,257 10,667 590 10,3869 9,835 534 
22 18 4 Atomic Energy Control Board........................ 22 18 4 
238 221 WY | Anditor,General’s Office. 0.00. .56cees ss ococedecccccc. 202 197 5 
69 42 27 Board of Broadcast Governors........................ 53 39 14 
| 29 36 (7) Chie: Hiectoral Officenn. We. 7007, LE... 29 36 (7) 
| Defence Production— 
18 14 4 Deputy-Minister’s*Omitevir irs). .200\. Wt... 13 16 (3) 
1,112 1,069 43 Finance, Administration and Legal Branches......... 730 1,022 (292) 
163 153 10 Suternatinnal Programs. 5 ossccn'sodec<sanced cece cx 237 156 81 
1,196 980 216 PUP OR AINE BCT VICOS 65... scien oxen oes cu ee 1,184 886 298 
880 871 9 Canadian Government Supply Service............... 867 675 192 
Canadian Government Printing Bureau— 
11 12 (1) Geparal Maniger (ners ber Ooitar ies 4 12 (8) 
70 51 19 Hagibecring Berviceas Strdqyoiye os.) one 70 54 16 
72 68 4 PUTA HOLviCes. 2.0.05. oe ea 76 66 10 
26 16 10 Industrial Relations Services...................... 25 22 3 
24 14 10 Research and Industrial Engineering............... 18 15 3 
778 798 (20) Printing Production (Main Plant).................. 693 671 22 
| 555 491 64 Printing Production (Outside Plants).............. 555 500 55 
| ; Canada Emergency Measures Organization— 
113 113 —_ Prporeney: Measures... 5... eee Se... 109 100 9 
| 62 102 (40) Emergency Measures College...................... 53 98 (45) 
5,080 4,762 828 4,634 4,293 841 
2,899 2,631 268 Dominion Bureau of Statistics......................... 2,695 2,585 110 
| 
| Energy Mines and Resources (formerly Mines and 
Technical Surveys)— 
414 319 95 Ad Giuaietrntion 7 eee re om feet 386 308 78 
| 844 810 34 Surveys and Mapping Branch........................ 781 774 7 
| 1,042 1,056 (14) Marine Sciences Branch............0.0000 0000000005. 947 1,005 (58) 
484 454 30 enloginl Burvoy Toe ones, OT lee te 437 434 
| 686 651 35 Bienes rains ee PS x OER oe 647 627 20 
| 119 106 13 Geoprapuittal Grandi oe OS aevaul 105 103 2 
202 182 20 Observatorios Branch’). bs foes? EPO... 192 180 12 
70 57 13 Polar Continental Shelf Project...................... 60 47 13 
| 410 320 90 Water’ Resourses Branehiieig! cies... 370 305 65 
181 74 107 Water: Research Branch........00V4 00,000 ...... 125 52 73 
40 29 11 Resources Development Branch..................-.. 20 10 10 
17 17 -= Dominion Goal Beards. Hise), 2t4 ee... é, 15 16 (1) 
131 102 29 Maetional Winetey Board .2. 5.22220 4.295 (ii s..ec. 114 90 24 
4,640 4,177 463 4,199 8,961 248 
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Employees authorized 


March March 
1967 1966 
| 
| 
3,008 2,824 

313 286 
12 i 
3,333 | 3,122 
278 | 529 
213 197 
923 517 
2,677 2,940 
382 376 
113 120 
459 444 
30 33 
404 401 
211 ha 
43 3 
25 28 
4 4 
5 10 
5,667 5,859 
92 96 
202 188 
a 995 
303 
344 342 
299 272 
855 804 
2,896 2,697 
190 165 
1, 684 1,184 
160 138 
2,034 1,487 
63 63 
269 22 
31 23 
102 58 
138 107 
2,814 3,157 
143 133 
187 158 
589 531 
195 197 
1,032 866 
54 54 


| Increase 
(Decrease) 


Name of Department, Crown Corporation 
or other Instrumentality 


naan nnn nn EEE 


DEPARTMENTS—Continued 


External A ffairs— 
External. Afisirawcdsi is diiiiles eaae 2s ee tee eo cs sees 
External Aid. Offie@wsuswe ahiwe detest aeons nes 
International Joint Commission..............--5.005: 


Finance— 
Administration «oss cs csi eee a aes eee 
Comptroller of the Treasury— 


Treasury OffGes. ....4 <.c0-14 +. sates. ee 
Audit Services. Braneli ics es 7c. twas iu se ese ee oo 
Cheque Adjustment Division...................... 
Central Services Branch......... 


Securities: Deposit: Divisions 24: sere dae 
Royal Canadian Mittuisesconus sh ginye® Ge. eee oc 
Superannuation, Branely; &. ¢ss...cress et eee oo 
TP aritt DOGM ss c.isas msn 6 oa ha oo a ee 
Guaranteed. Loans, Division. .s..<s4245 ut eames 
Inspector General of ‘Banks! .s. i900 Seeieos eee 
Municipal Development and Loan Board............. 


The decrease in employees authorized and on 
strength in the Administration Branch at March 
31, 1967 results from the transfer to the Treasury 
Board effective October 4, 1966 of Treasury 
Board—Administration (256 positions) and Cen- 
tral Data Processing Service Bureau (64 posi- 
tions), a decrease of 320 positions. 


Fisheries— 

Administration =m. 4-. a4 ee eioeneee Toe eee ee 
Field Senvices: Adaninistration=.. 165. eee ee 
Conservation and Protection Service................. 
Resource Development Service................-0005- 
Inspection Service. 62.) )i..05 .wae veel que ee ee 
Miscellaneous. Services wa aants eee eee 
Fisheries Research Board of Canada................ 


Forestry and Rural Development— 
Departmental Administration 
Forestry Branch, ccs: . vs wpe pela woken ee 
Rural Development. Branch. .:34;)).mecaan ase 


Governor General and Lieutenant-Governors........... 
Indian Affairs and Northern Development (formerly 
Northern Affairs and National Resources)— 
Departmental Administration 


Resources and Economic Development 
National Parks Branch— 
Ad ministratiou occes « o5.daca's bak cae ae 
Operation and Maintenance of National Parks and 
Historie Sites and Monuments 
Canadian Wildlife Service. .:......6.se.seueeunees. 
Northern Administration Branch— 
Administration 


ce Rite ae eee eS ok 


09 E S'S SK Sw Wer Slee 0 GR Oe Mh eo e4 


Northwest Territories and Other Field Services... 
Yukon Territory 


SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Continued 


Employees on strength 


March 


1967 


2,839 
274 
11 
3,124 


245 


204 
931 
2,618 
344 
121 
516 
30 
340 
192 
41 

24 

4 

5 
5,616 


126 
1,811 


58 


March 
1966 


Increase 
(Decrease) 
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SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Continued 


Employees authorized Employees on strength 


| Name of Department, Crown Corporation 
| March March Increase or other Instrumentality 


March March Increase 
| 1967 1966 (Decrease) 


1967 1966 (Decrease) 


DEPARTMENTS—Continued 


Indian Affairs Branch— 


798 698 30 RL OUIGLOAI ON .F datnth tale t chet das uinueacs 650 632 18 
| 779 1,749 (970) PMO Wid ha dhaite ABS aide deniad, Lat .ca.... 699 1,622 (923) 
2,261 2, 286 (25) MET panviinsst Sewn tenamcian® diate 2.217 2,228 (11) 
«9,822 10,244 (922) 7,562 8, 826 (1,274) 
Industry— 

2 14 (12) painihter's Cin. i. Astuelh Ghee arcawdd....<. 9 9 — 
14 14 — Deputy Minister's Office) iss cosadteiond.civdod...... 13 14 (1) 

15 — 15 Adjustment Assistance Board....................... 4 = 4 
ee 45 53 (8) Dens Oe TAIN 6 ohoccnod coeds. ck.... 36 41 (5) 
51 46 5 Area Development Agency.......................... 33 33 _— 

38 38 — Apparel and Textiles Branch................ ....... 30 28 9 

50 52 (2) Cieminale Bratchies dinacol).dvtissett donc! ..... 28 25 3 
69 70 (1) Electrical and Electronics Branch................... 58 50 8 

| 53 53 -- P00n ProducheDranel walvestiawlstesietes nied, ... 28 24 4 
| ‘Ks _— 77 Information and Promotion Branch.................. 62 — 62 
| 44 42 2 PGA T ACY ESTATE os oo oon esse es oon de 4 encase oc, 25 26 (1) 
37 35 2 Pinrine and Bail Branch, .:cco5. ss ccc occa eee 21 18 3 

40 41 (1) Paeetinlg ianGh 3c... | oaelepomst Tebce bel. 37 34 3 

38 38 -- Mechanical Transport Branch....................... 33 25 8 
56 62 (6) Netional Design Branchias ouotn)ncix!s loads. ..... 45 50 (5) 

5 — 5 Professional and Technical Services Branch.......... 3 — 3 

75 57 18 Program AdsisotyiGitoun iri chen trdel lx cna. ..... 51 40 11 

10 — 10 Program Analysis and Control Branch............... 1 — 1 

55 55 — PME EARCR STARCH 5.55, Vice ec Sarg cocacc sabe. cg: 36 32 4 

774 670 104 553 449 104 

| 125 121 4 PRODI NT oo 8 Mates le! 9s A ae, « 118 109 9 
| 394 809 85 PUB TOG CN O66). si1 12 in cy xc RUE PAT... 330 275 55 

Labour— 

| 306 288 18 ep eI EMMIS 05's 0k hye sea unt (CP. 257 257 _ 
85 72 13 Economics and Research Branch................... 72 68 4 

80 57 23 Industrial Relations Branch......................... 60 51 9 

16 22 (6) proce: Derviees Branch....20. 0904 enliQ_ 12 18 (6) 

147 147 ~- PUM PEM. ee kort 2 Ree lo 134 138 (4) 

21 18 3 Accident Prevention and Compensation Branch 16 16 — 

| 69 60 9 Labour Standards Branch.......<....<<<............ 57 52 5 

724 664 60 608 600 8 
| Legislation— 

227 209 18 eR ee a OR A we em | 213 196 t7 

1,134 1,048 86 SAQA SOUNINONG, 55, 04 cc oc exccatvae cccee. kk es 1,068 1,015 53 

78 71 7 Malorne EAP TIBINON GS loo oo5 5. soon c once ce anctcs.. 78 71 7 

61,489 lees 111 1,359 1,282 is 
} Manpower and Immigration (Note 2)— 

_ 483 434 49 Departmental Administration....................... 450 331 119 
2,021 2,051 (30) Canada Immigration Division....................... 1,813 1,843 (30) 
5, 284 5,161 123 Canada Manpower Division......................... 5,039 4,348 691 
291 60 231 Program Development Service...................... 183 72 111 
8,079 7,706 373 7,486 6,594 891 

National Defence (Civilian Staff)— 

811 739 72 Departmental Administration..................... : 683 621 62 
39,993 | 43,579 (3, 586) ee a LER ae an en eae 39, 630 41,084 (1,454) 
2,833 2,881 (48) Defence Research Board... .. ssi» écoccccceconcc..., 2,699 2,654 45 
‘3,637 47,199 (3,562) 43,012 44, 859 (1,347) 
| 87 77 10 National Gallery of Canada..........0.-eccoccccccee.. 76 70 6 
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SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Continued 
—————— 


Employees authorized 


— 


March March Increase 
1967 | 1966 (Decrease) SS 1967 1966 (Decrease) 
DEPARTMENTS—Continued 
National Health and Welfare— 
490 434 56 Departmental Administration.........-.+++eseeeeees 440 397 43 
819 754 65 Health Services Branch...........00e se eee eee ee eens 763 689 74 
72 57 15 Health Insurance and Resources Branch............- 55 47 8 
3,367 3,548 (181) Medical Services Branch...........-.seeecerereeeees 2,859 3/177 (318) 
866 755 111 Food and Drug Branch.............-eeeeee eee eres 787 705 82 
Welfare Services— 
1, 558 995 563 Income Security Branch..............eee see eeeeees 1,475 893 582 
90 72 18 Welfare Assistance and Services Branch............ 69 47 22 
54 44 10 Special Programs Branch...........+++++++++e see 46 40 6 
7,316 6, 659 657 6,494 5,998 499 
National Research Council of Canada, including the 
Medical Research Council— 
1,438 1,378 60 Administration and Services. ..........00e sees eee 1,429 17375 54 
2,057 1,967 90 Scientific and Engineering Divisions..............--: 2,056 1,962 94 
9 6 3 Medical Research Council........... 000 ee cere ee ee nee 9 5 4 
8,504 8,351 163 8,494 8,342 15a) 
National Revenue— 
Customs and Excise Division— 

934 726 208 General Administration A660. Sie. sea ee 820 672 148 

341 249 92 Checking, Refunds and Drawbacks.............--. 306 242 64 
1,264 1,205 59 Excise Duty and Excise Tax.............-.52+--05: i Beye. 137 35 

151 151 — Customs Inspection and Investigation.............. 142 148 (6) 
5,515 5,612 (97) PO dis cesnccctens couse na woe Cd Oe Sten te a 5,379 5,478 (99) 

Taxation Division— 

705 651 54 Head Office... 2-25.53 veka aeons ie ae ei ee en 607 588 19 
2,698 2,512 186 Data Centre (Ottaws)..2..)- 0-5 ve eens wee ee 2,388 2,312 76 
7,875 6,427 1,448 Distriet Offices: snc uae tote ee 7,350 5,867 1,483 

22 22 — Tax Appeal Boards: sco. -nass 5 35 tee ee eee 2 22 — 
19,5065 17,655 1,950 18, 186 16, 466 1,720 
Post Office— 
1,104 1,027 ct Head quarters. . oc. iacdt «aa eaaad® cca 1,037 973 64 
1,097 990 107 Distriet Ofhces . 22 sci sd ea Ok ae ena ae 1,047 965 82 
341 477 (136) Railway Mail Service: a: -aucsad® saeniense teagan ee 330 350 (20). 
30,330 28,395 1,935 Stati Post Oimces....<.- ssa: < diane eee aa ee 30, 130 27,975 2,155 | 
1,825 1,201 624 Coaprrs6 4 o.c's aio alcatel tececaat eee eee ee 1,825 1,201 624 — 
34,697 | 82,090 2,607 34,869 | 31,464 2,905 
Privy Council— | 
184 162 22 Privy Counedl Otic) sie rnis sansa dneed weneueemee 163 148 15 | 
7 7 — Prime Minister’s Residence... «2 4......dena eer. eee cde 6 6 — 
123 111 12 Economie Council of Canad4:.23 62.0 okt eee 115 105 10 
$14 280 84 284 259 25 
Public Archives and National Library— | 
Publie Archives— | 
94 92 2 General Administration and Technical Services... 87 ai 10 
96 96 _ Historical, Branches caseidinsedclaatoassmaals<t 96 79 Py | 
53 53 —_ Records Management Branch................-.05: 51 45 6 | 
National Library— | 
24 33 (9) General A dministration cos cick 0k «ate tan eee 16 20 (4) 
70 55 15 Cen mre UI IRIN sig society nt cae Ae eee 67 43 24 
98 92 6 BReterenute Division ses acs ioins Dds os cohacw hs 91 72 19 
135 481 ig | | RRTRROS EMER DD wea tbo) icine eae: me a 4 
Public Printing and Stationery— | 
44 39 5 Departmental Administration...............+..-.45: 40 35 5 
ow 2 c Distribution of official documents including print | 
yy ay = procurement... . sv. ccce claw cckedei eee 188 170 18 
228 205 23 | 


a 


Name of Department, Crown Corporation 


or other Instrumentality March 


March 


Employees on strength 


Increase 


March 


164 


March 


| 1967 1966 
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Employees authorized 


Name of Department, Crown Corporation 


Increase or other Instrumentality 
(Decrease) 


'sgesenapsonaet sens tsssctDS nT cusenseremcerncaieeecercemesreerceeseseanneen te | 


DEPARTMENTS—Continued 


Public Service Commission (Note 2)— 


(15) Commissioners and Staff...3ic.....A0seeeedccecl.... 
9 Personnel and Administration Branch............... 
189 PUR ECR rnc. sn ot cn nx eI ee 
(9) Bureau of Classification Revision...... ............. 
25 Advisory Services and Appeals Branch.............. 
(17) Pay png Standards Branch .woycisaee ANCA... 
182 
Public Works— 
177 General Administration............. Vote ot 
Maintenance and Operation of Public Buildings and 
Grounds— 
(247) AWE ANG ELL, od run deed. BOhON ne... 
(255) Other than Ottawa and Hull...................... 
(191) Harbours and Rivers Engineering Services........... 
(60) Roads, Bridges and Other Engineering Services..... 
2 RITE DOTA UOTE ke csctngs i Mee 
(574) 
Registrar General (Note 2)— 
78 Departmental Administration....................... 
38 Bankruptcy Act Administration..................... 
14 Combines Investigation Act Administration......... 
= Corporations BranctiQull instar itesall, biesalih. 
(9) Patent, Copyright and Industrial Designs Division. . 


Secretary of State (Note 2)— 
(15) Departmental Administration....................... 
17 


32 Gureau for Translations... .....6..60+<26ecc:-:......, 
17 LEAL DTS i a ee ee inna 
18 eine atte ohtre ie. Vege) ath” 
(1) Office of the Representation Commissioner.......... 


Solicitor General (Note 2)— 


20 Departmental Administration....................... 
Canadian Penitentiary Service— 
37 PROM UATTORG 69.5 i0 vendo 0 6.0 ohecu oo ee... 
503 RUB GAAOG Ss 59 seen cee ce os oc co ROU CA... . 
7 National Parole Board, .s. 20.0 .-Menel.. eden. ... 
Royal Canadian Mounted Police (Civilian Staff)— 
48 ARNOTT a isic pian dos 424. i xsd SLL... 
94 Land, Air and Training Divisions................. 
— MM VIN io io ksh es cad els oleae. 
709 
Trade and Commerce— 
93 Departmental Administration....................... 
97 Trade Commissioner Service...............0.2.-0... 
30 rename Franck... . ieee Ment... 
57 Naxbibitions Dranenie sb tad Sateen y 
212 Canadian Government Travel Bureau............... 
10 Canadian Government Participation 1967 Exhibition. 
499 


SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Continued 


251 


Employees on strength 


March 


1967 


17 
85 
730 
126 
62 


1,020 


2,211 


1,986 
3,797 
684 
346 
155 
9,179 


March 


1966 


Increase 
(Decrease) 
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401 
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SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Continued 


Employees authorized 


March 
1967 


231,905 


March 
1966 


14,018 


| 224,416 


ce 


Increase 
(Decrease) 


256 
64 
320 


Name of Department, Crown Corporation 


or other Instrumentality March 
1967 
a 
DEPARTMENTS—Concluded 
Transport— 
Departmental Administration.............0s+eeeeees 633 
Marine Services— 
Marine Administration and Marine Works.......... 2,258 
Marine Operation: 12. sc. 660i cae. Sie nelle Heed ee 2,306 
Marine Regulations...........20-eeeeeeece seer ees 425 
Marine Hydraulics..........00c0ceeereeereseeeees 91 
Air Services— 
Administrations ...0<+3s Gis CURIS RE LG «<5 479 
Control of Civil Aviation and Air Traffic Control... 1,709 
Airports and Property Management................ 2,508 
Construction Branch .se.s<<./ lids fam Won BRE es was 686 
Telecommunications and Electronics Branch....... 2,550 
Meteorological Branch... ....-.0..¢eeseeeeeeeeees 2,353 
Telecommunications Policy and Administration 
Burealc ccs icdidececsvenevous, dare ROE Ciok> te CIP > 516 
Air Transport. Board. fo. és 6 s05 a sates ta lastooeee® 103 
Board of Transport Commissioners.......+-.+++e+e+- 180 
Canadian Maritime Commission..............-e00+08: 26 
Atlantic Development Board— 
Office of the Executive Director.............:0.+++- 10 
Administrative Division... 1226) #.05h. eas. ss 12 
Program Divisiow. cocJs0 | .ncvid. eee <3 11 
Planning Division icc<. xen sieacess aoe cea aseioes 25 
16,881 
Treasury Board— 
A Cm InIStrabiOn osx csted Acs eae eee ee eee ee 188 
Central Data Processing Service Bureau............. 46 
234 
The Treasury Board Department was created 
on October 1, 1966. The March 31, 1966 figures for 
the Treasury Board were included in Department 
of Finance—Administration. 
Unemployment Insurance Commission— 
Head Office: |. acuds diacs acces cere ele eeree en 439 
Atlentio Regie sss ssc sunken ji cn ae ss BOUeeet anes eae 723 
Quebec. Heging . sci. .< sa ees ee tee dee 1,721 
Ontario, Biaritit. calli? .incannldseui beni od. Ered 1,688 
Prairie Regio, oss ccc sass cc vs ee ae ee eh 756 
Pacific Revioneccd si palsies T. ba ees 624 
6,961 
Veterans A ffairs— 
Administration... 45: .<«« wleeweaweet ). pa 1,130 
Lreatmont, Sarvicestdo cia iiwds 1 adnee eel 5 oo 9,154 
Welfare Services, .. i anvsnd oaadentiacauy Woe es! 762 
Pensions Administration, »« «.«« 2300.2. epee. 3 334 
Veterans’ Land Act Administration................ P 636 
12,016 
acetal, Denartmaeata ..ssiciccsas aeacte eee 215,899 


March 
1966 


— 


22 
14 
16,119 


208, 683 


Employees on strength 


Increase 
(Decrease) 
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| SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Continued 


Employees authorized Employees on strength 


Name of Department, Crown Corporation 
March March Increase or other Instrumentality 


1967 1966 (Decrease) 
ee, 
CROWN CORPORATIONS (Notes 1 and 3)— 


March March Increase 
1967 1966 (Decrease ) 


eee 


Air Canada— 
Operations Department— 


| Piping personel. ... <qeabolaiowt ata) bated! <4 2,229 1,698 531 
| tae personnel.,.....eevdiiennsarestt siilev?.. | 7,486 6,909 577 
Baten Ur Oparhinenk 55 cis a.caessadi ode aebatesnts..,! 3,563 3,043 520 
Purchases and Stores Department................... 603 570 33 
Wremoee LSUETEM ONG) ein eels 6 onic pce 646 552 94 
All athatigid dnagegolaved)..bas.aiestal, veins”). . 379 338 41 
14,906 18,110 1,796 14,906 13,110 1,798 
} 
Atomic Energy of Canada Limited— 
| 71 19 52 Fone iia.) yrlevelt douncasnlsell teccen’), «| 71 17 54 
! 2,453 2,483 (30) Chalk River Nuclear Laboratories.................. 2,354 2,313 4] 
517 477 40 Commercial Products Division........ 517 477 40 
| Whiteshell Nuclear Research 
610 467 143 Establishment........ rs athe hucee etn wodeieeale A 563 421 142 
674 454 220 Piawen Projoctey domi tee (! aleuek awed), | 674 406 268 
122 180 (58) Temporary—Construction workers, nurses, etc.. .... 122 180 (58) 
4,447 4,080 367 4,801 8,814 487 
Canadian Arsenals Limited— 
RR ONE IE iy bbb oh koko ake dance pdeeeel 23 27 (4) 
Pe ITI Bic vs icine de inv aiiescklwn cael 399 398 1 
Dominion Arsenal Division.......................... — 354 (354) 
primal Arms Division Joti! notedad.obeantiil. .| 368 228 140 
790 1,007 (217) 790 1,007 (217) 
Canadian Broadcasting Corporation— 
563 556 7 GOOG. hay sss cin 20 RAI enhaleiedll « :. 517 502 15 
454 27 427 Dro ee Rea, TetGk. gale bas cats est... 274 21 253 
| 385 335 50 National Koginesring saudolovel) bos. sesencwetl ..... 355 290 65 
8,105 7,547 558 RCRA IMICEO 55 ig os A655 vue ee es dw dcc event 7,881 7,025 556 
98 101 (3) Northern and Armed Forces Services............... 95 91 4 
202 184 18 internstional Services Al Mia Wl etibor.) ccna... 197 184 13 
| 9,807 8,750 1,057 9,319 8,413 906 
Canadian Corporation for the 1967 World Exhibition— 
Administrative— 
17 17 _ 0. ee ay ie ea cage wT WEN” 17 15 2 
63 63 _ EERE MP UAG ee eT oy, ltl) « be ORLA eat dio 59 58 1 
190 184 6 Finance and Administration....................... 177 151 26 
327 356 (29) a ae he en Ea | 280 322 (42) 
85 76 9 MERRIE pt Jilly £ os au sag ok oe taka unc 75 64 11 
134 134 ~ Public, Hebitianacia”) edeJtoViest Janleciaud’l. | 110 99 11 
164 161 3 SIRI WIIORE on Paton Hess om tentbnd doe ecne cal 145 116 29 
Operating— 
; 4 -- 4 OMCNIRG occcscs caves s eee Bae netacoltt | 4 — 4 
474 47 427 Finance and Administration......... ............. 321 23 298 
912 84 828 IDNR Dns Mndecuans: acon. axiliasetet..... oad 31 296 
8,193 378 2,815 PO ES Re arn pi ine | 1,837 105 1,731 
907 52 855 RR ee ae a a Le 285 25 260 
59 — 59 PUR RIUOTR «vais + .eeceusitl avert intl, lanotelt 35 — 35 
) 279 _— 279 Pee PIO 6 oe cs a ee Bo he 147 — 147 
6,808 1,552 5,256 8,819 1,010 2,809 
Canadian National Railways— 
to. Dee nd au hee ck eae ana deeb 11,687 11,415 272 
at SE ae ae | 16,089 15,057 1,032 
Equipment Maintenance...................0.-0.... 19,383 18,700 683 
Sramepottatloma RO, getscwedsd. bas 6005) Sonekl ....) 36,372 35, 885 487 
CPTaNe CIT ONB ORE «oon ci cs canna cauteveel biok?..... 8,835 9,319 (484) 
92,366 | 90,876 1,990 92,366 | 90,876 1,990 


: 
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SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Continued 


LE En 
Employees on strength 


Employees authorized 
ee Core Name of Department, Crown Corporation 


March March Increase or other Instrumentality 


March March Increase 


1967 1966 (Decrease) 1967 1966 (Decrease) 
a a ae a 
CROWN CORPORATIONS—Continued 
Canadian Overseas Telecommunication Corporation— 
Administrative... .. +s seenSO DOD Rae Paes es 09 123 110 13 
Head Office Engineering........... +. esses eee ee ee eee 66 61 5 
Traffic Representatives..........seece seer cere ee eees 12 12 — 
Operating, <1. << aeeee a0a7 dts See een Senet a 485 485 _ 
686 668 18 686 668 18 
21 13 8 Canadian Patents and Development Limited.......... 21 13 8 
475 192 283 Centennial Commission... ..........0ceeee seer eee eeeees 461 125 336 
Central Mortgage and Housing Corporation— 
Regular: ......ovssi titty. octet oe eed. Mammen nag 2,080 1,955 130 
Contract and Casual. : ii 200.87... SUG 43 65 (22) 
2,128 2,015 108 2 123 2,016 108 
126 126 — Crown Assets Disposal Corporation. . 113 115 (2) 
Defence Construction (1951) Limited— 
Mdaeninistration... s+ 6 lok acdeare oe nett Co emo em 87 101 (14) 
Hingineering.. ..... + «sss leew otal ee Morenita et af 36 
Technienl.....c..dedee stay 6s 05 « oc eU EE re oe 66 67 (1) 
190 204 (14) 190 204 (14) 
32 34 (2) | Eldorado Aviation Limited..............05 ees beeen es 32 34 (2) 
Eldorado Mining and Refining Limited— 
Head Office and General Administration........... 33 a = 
Beaverlodge Division. 20. ..5 71... deeeae een a 582 533 49 
Refining and Sales. oo. 2: 2 sant re crcsa oes Meee ated 156 157 (1) 
Research and Development............:02eeeeeeeeee 52 58 (6) 
823 781 42 823 781 4a 
= 
7 ay ~ Export Credits Insurance Corporation..............+++- 77 70 7 
Farm Credit Corporation— 
4 4 — Precutive Officers.c...<s0.) doour eae ee 4 4 cd 
14 13 1 Senior Management. Officers i. 4. 0.45/08 See. 13 13 a 
361 318 43 Technical... ..:2s:,cc. sss cubase ee ee 313 283 30 
9 9 — Professional: ¢o.:<x ¢ctkons oy tence oe ea 9 9 = 
7 6 1 Specialist..... dtd Hike Crt at oO ee ee 5 5 | 
290 286 4 Supervisory, Clerical and Stenographic.............. 276 257 19 
686 636 49 620 571 49 
20 20 — The National Battlefields Commission................ bing 16 : | 
National Capital Commission— 
45 40 5 Administrative and Accounting..............2.00008: 42 39 3 
58 33 25 Planning and Desigt, 2) acc23  dcscd ee te aes 43 25 18 
on 89 12 Operations Branchvaeniwns, 2ae sates eT 8 99 80 19 | 
3 665 8 Prevailing rate (permanent and seasonal)............ 434 448 (14) 
877 827 50 618 592 26 
National Harbours Board— | 
Head: Off 06 i cccece s<naven vive MOET elec tk 73 59 14 
Harbours and Elevators— 
Bileried 909. et, ee eee re 850 825 25 
Prevailing rate............. 1. 387 1.406 (19) 
2,810 praneisl) tan nee tL. ree ee ae : P 
ai a0 2,310 2, 290 20 
Northern Canada Power Commission— | 
Head Office and Edmonton Office,. 0,0 oo 59 45 14 
F Field. Locations. cedecs.<s01 0 Ten 227 205 22 
288 250 36 OC i a ee ee 286 950 38 
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SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Concluded 


1967 1966 (Decrease) 


Employees authorized Employees on strength 


Name of Department, Crown Corporation _—_—_ 
March March Increase or other Instrumentality March March Increase 


1967 1966 (Decrease) 


ee ecemeee ceceee  te ta  l 
CROWN CORPORATIONS—Concluded 


56 44 12 Northern Transportation Company Limited.......... 56 44 12 

Polymer Corporation Limited and subsidiary com- 

panies— 
1,696 1,648 48 IND aren GW cih'y «adh ses oe eek kc cw. 1,618 1,527 91 
2,495 2,342 153 ELIE Sab 5 Ee ee in lk Meee 2,386 2,270 116 
4,191 8,990 201 4,004 8,797 207 
The St. Lawrence Seaway Authority— 

Administrative and PEC GAr Ai. ae eA! s beh eo. 477 427 50 
Wperatiogsy.. a. ete 8 EAE Oe Re OR 806 807 (1) 
LL 1011 ana an oramde alah Bebidas cota ee a ae 44] 448 (7) 
1,724 1,682 42 1,724 1,682 42 
17 18 (1) The Seaway International Bridge Corporation, Ltd.... 17 18 (1) 
+143, 843 132,742 11,101 Total, Crown Corporations...................... 139, 679 131,015 8, 664 


OTHER INSTRUMENTALITIES (Notes 1 and 3)— 


| 

lem, 201 1,129 72 Pet MEOUNUE. iris lcce ts tee ee eee ie 1,201 1,129 72 
i 6 41 MTT, oF be Crotada Woimiell). oss (cee seentor seer ei ee 61 41 20 
| 557 569 (12) | The Canadian Wheat Board........................... S57 569 (12) 
| 7 8 (1) EAC: UES eile lb Ahileil id Rie oe kane a 7 8 (1) 
623 583 40 Industrial Development Bank......................... 623 583 40 

| 1,108 1,055 53 Nation. Erin Board.) 4 Y 6 ey rors Ue? nde 1,045 946 99 

Public Service Staff Relations Board— 

' 32 _- 32 Ae etion. Pen, ene) Re OD 14 — 14 

| 43 49 (6) Pay \Researely Buteall.........2 2° 4. Eres 38 48 (10) 
‘a 75 49 26 52 48 4 

3,632 | 3,434 198 Total, Other Instrumentalities. ................ 3,546 | 3,394 229 

EEE EE es eel A PER Sd EST et SE 

Total, Departments, Crown Corporations and 

$79,380 | 360,592 18,788 other Instrumentalities: .:/2)2)22.)).,.;. 0°" 359,124 | 343,022 16,102 


| 
I ee ee 


‘OTES: 

(1) The figures appearing in this listing are based on information provided by the various departments, Crown corporations 
| and other instrumentalities. They include the numbers of seasonal, part-time and casual employees actually on strength 
at March 31, 1967 and March 31, 1966 which for purposes of comparison have been included in the figures shown for 
“Employees authorized’’, 

(2) The comparable figures at March 31, 1966 for employees authorized and on strength for the departments of Justice, 

Manpower and Immigration, Public Service Commission, Registrar General, Secretary of State and Solicitor General 
are the adjusted figures after taking into consideration the transfers of duties and functions that occurred in 1966-67 in 
| respect of those departments and the former Department of Citizenship and Immigration. 


_ (8) Where no establishments have been authorized by the executive boards of certain Crown corporations or other instru- 


mentalities, the totals of the actual strength figures have been shown in the ‘‘ Employees authorized” columns for pur- 
poses of comparison. 


— 
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APPENDIX 3 


SUMMARY OF EXPENDITURE BY STANDARD OBJECTS 


FOR THE FISCAL YEAR ENDED MARCH 31, 1967 


(with comparative figures for the preceding fiscal year) 


(in millions of dollars) 


2 


acca ence AO ALLA LODE 


Civil salaries and wages......-. -.-es+ereeeeeeees eres ee ea Pe CS 
Civilian allowances. ....cc..ssece cece sete neces sete es os Reluge she asetiey peeeee ees 
Pay and allowances, Defence Forces and Royal Canadian Mounted Police........ 
Professional and special-services......66..seeeesereeerreseoepecteseene cess sans css 
Travelling and removal expenses.....-....-+-sere errs t cence tre sees rere ee esse 


POmERBO oss pa css cee ens sommes. aye Oooh nding ab an penne Aarne erent Nemes 
Telephones, telegrams and other communication S€rviceS.........e eee cere 
Publication of departmental reports and other material....cmss ds s5 erase om 
Exhibits, advertising, films, broadcasting and GisMlays. i: .<s0c5es ee coe gener ist 
Office stationery, supplies, equipment and furnishings. sc. vacae soe aca caessur see 
Materials and supplies...........6.--+seeeeeee oe = ncn dadspaviaee oe & Tx baa neuer re sea 
Buildings ana works, including land— 
Construction or acquisition...........-+ + WL soy gical dies wal on ee eats ae ei 
Renniva tid WOKCCD i. <.0-sades cea Veen: ne « Cee weg ye mr een 
pe | re eer Gare Omen ts SRP Een Tre Cr tr cu gk er cnet 
Equipment— 
Construction or acquisition........... Pe ke Oe ee Camere ae 
Repairs and apkeep. seco. vencels cet pk cee gees ee Wageningen ais ale ; 
Rentals: 4... eee ea ai eee ee rr ery ea I 
Municipal or public utility services.........-... sees eerste etn e nee e teen ce 
Contributions, grants, subsidies, etc., not included. GlISeWHETO: .i6 acs os oes see ess 
Pensions, superannuation and other benefits........... 5... e secrete reese eres 
All other expenditure (other than special categories).......... 6066s seer eres 
Interest on public debt, ete...... 20.06 ccc ce ccs e cue e nee teen eeenereneysteuerenans 
Subsidies and special payments to the provinces...........-.++eeeee terete eee: 
Family allowances, youth allowances and family assistance payments............ 
Old age assistance, blind persons and disabled persons allowances, unemployment 
assistance and Canada Assistance Plan 
Veterans’ disability pensions, CtG............ sce ceeer ener en ee eee e ences sereeanaies 
Other payments to veterans and dependents.............-sseeeee seers tenner eens 
Government’s contribution to the Unemployment Insurance Fund..............-. 
Hospital insurance and general health grants 
Trans-Canada Highway contributions...........cceereceer cere eseeeseeseerstsees 
Movement of mail by land, air and water 
Deficits—government-owned enterprises 


+ © Sele wie. Keke Caw ee@ Qala) meld, ©, 68) @ are e ey ey ap) er Ouse euaEs 


PET RS ce Ce RC SY SE es rN eh a 


Cae Oe Oh SOS Le VU eG Ge ow ae) en Se ONS Mieke ere Se 


Tebeecacwesvasewedsedasvs bree © a es ep book oe ele Oe ee 


Less: Expenditure recovered 


CEMERCSSCECH EU SMES C0 OD Oe SOD Ee Oe Cee Cee RCO bee SO 8 8M Ses 


Net total expenditure 


CRAAUVRSEREDESHHABEACASY 64 OOO EK SE O'S DO'S 8.9, COG SRR SHO eee Fe One) Fs ek 


1966-67 


$ 1,196.3 
23.3 


1965-66 


Increase 
or 


_ 
on 


bo CO RF bo 


me Ww 
Te ee 


] 
oo 


wes be 
= 


. 
com 


Di ce ie 


. . - 


ww reEeorRa 


me on 


bo — — 
Te a 
M100 RODEN DWOPR PA 


‘es 
Con I RAID CO 


decrease (—) 


| EXHIBITS 
; 
| 


(as published in the Public Accounts) 


itatement of Expenditure and Revenue for the fiscal year ended March 31, 
1967 (with comparative figures for the preceding fiscal year).......... Exhibit 1 


tatement of Assets and Liabilities as at March 31, 1967 (with comparative 
Meeeeures as at March 31, 1966)... 0.0.0... o cc oee cece ev ccccece ew. Exhibit 2 


ummary of Appropriations, Expenditures and Unexpended Balances by 
_ Departments for the fiscal year ended March BL AUGT . u. deategloonh has dew Exhibit 3 


ummary of Revenue by Main Classifications and Departments for the fiscal 
EEC EOE I 7 da rT Exhibit 4 
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THE GOVERNMENT 
STATEMENT OF EXPENDITURE AND REVENUE FOR 
(with comparative figures for 
EXPENDITMEE Fiscal year ended 
March 31, 1967 March 31, 1966 
Oe Bah We eter $ 230,657,096 $ rt rh, : 4 
We cori teare js 9a ais otal dina ecko es on Bats ae ae rt eee 60228082 54. 
Atomic Energy iar Lame ried vat ma otemineraienrs MO AI Sea aa SH riche 3058" 677 1741901. 
Auditor Genoral’s Office: .... 00.04. -ase0<satenen tera see esi on eS ee 601/814 382° 787 
Board of Broadcast Governors.......-0+sessssreserenseererssennencers ess ss 200s 8ST 115,243'073 97. 458° aie 
Canadian Broadcasting Corporation.........-+s+ssrrecrerssresssrtestse esses sess ee 20° 123° 952 21 571, OBR 
Central Mortgage and Housing Corporation «+1; n- «sana ebn Maisie shen sein San se eee B10’ dl 12'953' 140 
Chief Electoral Oiicer, . 1.00555 << 05 ser pega tee eens ge Be ae clin Lone ece 42,182,715 31,497, 483 
Defence Production. cio Sgr ncry ehamrmasinsinginnm nt mc hin Ge Snogr Oran sneer ies i ae 96 636 421 15°591,893 
Dominion Buresa Hf Statistics. .. ..2 00a saiecn ss caer stews tyes Tees ee 130188: 80% 107'357 Bid 
Hnergy, Mines and’ Resources.........+-++ersseenerercs sewn terencns snes sees s sess ag p50 474 ABT 159° 545 GAS. 
Hetornal Affairicisss vee oe Cas Fs ORS AN a ele o ae Ra ee = 
ee ale ee re emery Pack ee CM be 1,190,523, 254 1,110,857, 197 
Pratalies fe tie uitites aii it risen is ict ee lonedne teenie a eet ag 515,522. 814 465.993, 282 
Fiscal, tax-sharing, subsidies and other payments to provinces.....-+++++++++ssrrss07 129, 985, 187 104, 188, 387 
Other ‘expenditure bbls gad oe ME TO ee Bere Die kg NT ak os 0 eee oe oer 1, 836..031,265 1,681,038, 866 
ey 41,471,351 34,526,476 
Fisheries. oc... 25 ih ybonnptytovkiyed vanmeh sae aie e ae a he ae ag eee ako 66" 490" 503 57134 577. 
Forestry and Rural Developmient.: 0 hus.¥ 106. te at ayroins > wees PENS RS 774 008 690, 556 
Governor General and Lieutenant-Governors......-+..e++seerseersseeeeetere ts tstsssssssss 197, 415° 383 156,433 988 
Indian Affairs and Northern DEvElOpMACHb. oe. 6. ole lew am erate me rane yt eR oe 32 607 '873 30301. 
Ppt eh Pre ce yRe heehee wate «bs up cininseagins nom why mw ae Ee et 652 187 1519, 0501 
TABUTANCO. L665. bsg 44 cag tasre ast? oha tare Masser o> pee iin wae eee ale 12°175,087 11994377 
FUMbIde asc oum nes rae Ar ee Aes BNE Redan ton eae Neen erene nee eae a ape 24° 011 054 23° 903° 711 
De ne PL arg ete ee ern ee dae aes ke Ge 1 Raye is LS 17935. 638 14.711, 883 
TAMIA OD sorts ge Onin sheers cme ate he tas ORONO 7 APD aR 390, 416, 247 236, 478, 088 
Manpow Or ahd LMMUATALION... . «cs cies sno n'a we 4948 oly win eR Oa ance te NTE Se 
Bier eee e: _ 1,435,115,001 ‘1,401, 252,710 
Defenoe Ber vices. tices t rene sence ets imate <p ace ete gare eta ge aaa 44.202" 185 41° 643,088 
Defence research atid. development... 4-}UMs os u:inah sine Tite hts: BSL RY + SeIE SEERTGER 161'080°372 105° 550,986 
Ofer expen ibured soc scons: pee es bese e's ve 8 ned ww Se so wht we ow wn er ee es ayant eg 1. 840° S77 68 1.548 Le 
8,016,817 6, 891,335 
National Film Bourd .2. 2604. 42s eh i a OL Leagan oh BAS ee a oo eee piney a 1/815, 620. 
National Gallery of Canadas. .... 5... 0-2. cence e cnt aner eee credence sh eean aes mtn s saamirit ss , 872, | 
National Health and Welfare— der vgdieee 551, 734,824) 
Family allowances Ae in ak AO PRO ere or PR he eae ir in RTE RCAO TO, IE AOD 7G. Lae 147) 505 393° 387. 906 
Other expenditures. (2.20 ies hese cae dos se ie's adds hie am es Wiese keen ee eee ee rye 1,175, 128 
: , : , 387, 029 
National Research Council, including the Medical Research Council.........-...+++seesees bere oT otal 
National: Revenues sei voniie coe ye ee nad aie ene s Pace ae a os aes ae acne aR Tas Tele be ach Ase 040° 206,458. 
Toe CRG lt SEP anon His ew sings OIC ns en SE tas a UE ar ag 7’ 07°80 6'080,981. 
Privy. Council: si cest ac ce a iiaee tes oe ya eee ee eer eer oer Hees 1973, id 
Public Archives and. National Library -.iccisyem scree ecrateler persis © ev etsbene ol tee oes) «ce erste orion nenarener char rath He ry 0537 as 
Public Printing and Stationery. .... 000+ -cscnrscccccscesseesecpectnseeeceeseese sens scsacny ters re 7986" sit 
Public Service Commission kN Ata Ae hee Nghe on reese Dut WEB Nei ie a Aa ty ach otieteio' > c p oe 
Pablic Bervice Staff Hetations Board. 5: . ccc ces cee vase aeritsep eds ea emmy ation pole eonearel aa bo Bee 975,147, 218. 
Public AY "Fas od ie ga ee tert Gh ee, Sls ROE UE 6 eerie Cann Mao road mas rom Ot 2h aera | 4501, 027 
Ramistrar General ct re he re) hai cotal am naah ot os ROO Pay Paes karw ete) eect amar ates tener at Mane A Rr te Py 178° 085 
Bere bary. Of SOGGCE aac ciclenus eVete oer cece ara A vSTonchetoeclaifevw, aca ole pauere tan ett re he cae Sheee pete irl tena oR een i ereaan 138" 8347 027 
a RTT eiek Cecile) go) ee ee nn ee Se a een Ree er MRE hic Mem A AAS og Dre ooo nO oc oe i an 87° 957.275. 
etal BU oe Be arachnaY-ig 6 thet Cet A eee ee yh er ney NEE Me Reig Omit C BO Ob Piaget oF 539° 498,872. 
ME PATISMOL Go acs cass Gdis Bisa Sree a ere Sie Cine Cea ecw w nin u Ghba tale atte reiic Sp acaveliaye baler tu Rians ovate OL RCNP Cree tench cle Retee Rene 3,909, « "O57 
Tesasury Board :o.00. 335 seas stat aikg Raia on go OR gaan ees elem aad wise, Cee ie ener re He Bee a oan ar 
Unemsloyuent tnsurance Commission)... oe Sas oc tc ake Va ce ne re ome ai 106, 107, | 
Veterans A ffairs— 4 
PaO. See cna e wodnts dw fk eae ota a dake ee re ee rs i a 
Goats) =F cacclsUG hath a: eee ane gp SA ee eS ied en eI ia a Ry tinea End o Hiss 56 ; ; 8 
390, 820,545 369, 337, 164 
ce | 
, i 795,525 
FOtas GEIR TO ik ois is Lok oe Ras Ob dk etd a RO ete ee 8,797,684, 457 7, 1am 
PR OEAEG TUANSTE ok ix 6 wicinrs oe aN deb boeken Ska ha ee a cd ed een ee —421, 502,613 ae 975, 321 
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ae 
7,695,820, 204 


=< 
———— 


8,376, 181,844 


H. R. BALLS, 
Comptroller of the Treasury. 


R. B. BRYCE, ‘ 
Deputy Minister of Finance. 


; 


(This Statement is be found on pages 7.2 and 7.3 of the Public Accounts, Volume I) 


—_— 
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EXHIBIT 1 


REVENUE 
Fiscal year ended 
March 31, 1967 March 31, 1966 
revenues— 
Income tax— 
ero enry eevee PT ONE MOS Boi ices oxcs\cinsadesbac. ObclQic a... $2,473,820,311 $2, 142, 456, 230 

| ELMORE ST YT PU SE LT oe POT PT FEE Seo, Gn. ON, 0 Me bacion, wera ee, Lat 1,593, 224,756 1,606, 620, 322 

| i arviciends, interest, etc.; going abroad... oFs6 ) 0006 4k dein foe Pec. ccs, 203,621,403 170,018,708 

| Excise taxes— 

| SMU eh IIE ak a edces ODE. BEE, as = v5 ga ce vod vr ceceacvccceccwobeh oS aude. 1,513,565, 998 1,395, 128,921 

es, oa vu EYL EUW cok eee een he ee 315, 580, 981 296,178,098 
EE RE AMR ogc a usd a eseasn GO OR hack. oe ae ee 777, 585, 703 685,519,390 
Uae SOR RG Bou bbe Sir... sc rn. ss. codec aah ane en 460, 980,029 445,885,434 
a a eae le URE am abr eect gual ibaa leat tid a alba eel baa hatin deats thier hea 101,105, 631 108, 352,377 

IE ie i chk hits bea 3 ht seta sca. ae 169, 989 160, 612 

7, 489,654,801 6, 850, 320, 092 

on-tax revenues— 

EN ORCRENGDOR nes svcbse for PoP OTe cece d (feb bse ORs Vobedgay bag | 519, 140, 346 438, 254,129 
MEPL DORAL TOV EDUC. nce, emis ais ooo eos ok 6 ooo oe od pep Moore ccccncn. nn cs nl, 253, 342, 482 237 , 482, 296 
metunds of previous years’ expenditure................0.cc0000000 000 17,196, 633 18,918,607 
I 65, 268, 340 63, 147, 602 

EE OTR et. nett ee ee be Mb mie | BMS i his War 21, 501, 757 22,934,877 

' Rn, HCG Ues OM Derinita. cco fee aol le eS Fe Bay 39,744,075 38, 965, 653 
EES one FI AE Seed at 8 i en 5,430, 009 11,217,645 

Saas HUMOR OGL CPCDANEG.,), Fors de Pt... cll lelin cg tL Sn 242,572 125, 538 
i tet van sip v a Coe CN diy 14, 660, 829 14, 453, 865 

; 936, 527, 043 845,500, 112 

) 

| Excluding tax credited to: 

| 1966-67 1965-66 

Old age security fund— 

} PrormonaAl iscoiie tax. s... leet. S28. eh. . $576, 600, 000 $494, 900, 000 

| Corporation income tax................. 149, 500, 000 152, 250.000 

i ees RRO 7G. WET AM ee ed 559,515,045 522,085, 844 

\ 

| 

| 

| 

| 

gS ee ee 8,576, 181,844 7,695,820, 204 


The above Statement has been examin 


Auditor General’s Certificate 


ed in accordance with the provisions of the Financial Administration Act. I have 


ained al] the information and explanations I have required and, subject to the comments in my report to the House of 
mmons, I certify that the Statement is in agreement with the accounts maintained by the Department of Finance and that, 
ny Opinion, it exhibits a correct view of the expenditure and revenue of Canada for the year ended March 31, 1967. 


A. M. HENDERSON, 
Auditor General. 
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THE GOVERNMENT 
STATEMENT OF ASSETS AND 
(with comparative figures 
ASSETS 
Net increase 
or decrease (— 
March 31, 1967 March 31, 1966 during 1966-67 
1. Current assets— once ont ihe sia 
Cash, schedule A, page 9.........eseeeeeeenee teeter neneeeeeeeeees $ 1,009, 249,46 9,080, , 169, 463 
tS} Departmental working capital advances, schedule B, page 9...... 157,794, 702 120,576,475 37, 218, 227 
(c) Securities held for the securities investment account at amortized 
TP ated phe cli alas <dch des gn Pe 2 Pee ae 197,689, 061 81,475, 697 116, 213, 364 
(d) Other current assets, schedule C, page 10......... ++ esse eeeeeeees 29, 232,480 54,861,735 —25, 629, 255 
1,893,965,710 1,015, 993,911 877, 971, 795 
9. Cash in blocked currency........... ccc cece rer cerns eeeneeeeerecenees 2,136,260 1,002, 1, 133, 86( 
8 Advances to the exchange fund account—(value of investments from 
advances on basis of official parity rates: March 31, 1967, 
$2,385,335,014; March 31, 1966, $2,726,282,289)...........--eeeeeees 2,355,000, 000 2,696, 000,000 —341, 000, 00( 
4. Investments in United States dollar securities issued by other than 
the Government of Canada, schedule D, page 11..............++ 180,029, 353 187,191,661 —7, 162, 30 
5. Canada pension plan investment fund, schedule E, page 11........... 615, 521,000 34, 853, 000 580, 668, 00( 
6. Investments held for the retirement of unmatured debt.............. 3,151, 500 3, 151, 50 
7. Loans to, and investments in, Crown corporations, schedule F, pagell. 6,460, 733,930 5,553, 149,458 907 , 584, 47% 
Recovery likely to require parliamentary appropriations........ : 267,930,855 105,925,113 162, 005, 74! 
6,728,664, 785 6,659,074, 671 1,069,590, 21, 
8. Loans to national governments, schedule G, page 13..............4.- 1,201, 581,177 1,215,490, 449 —13,909, 27: 
Recovery likely to require parliamentary appropriations......... 9,722,194 —9, 722, 1% 
1,201, 681,177 1,225, 212,643 — 23,631, 461 
9. Other loans and investments, schedule H, page 14— 
(a) Subscriptions to capital of, and working capital advances and 
loans to, international organizations............06secee eevee 952, 187,667 724,695, 231 227 , 492, 43¢ 
(5) Loans to provincial governments... ... 452 eugar dis +. <5 Gep Sea oo 123,515,007 96,723,106 26, 791,90: 
(c) Municipal development and loan board advances (less reserve 
_ for forgiveness of InNGohbed ness)’ i ve asa: ees eae tooo eee 231, 233,935 108 , 857, 605 122,376,331 
(d) Veterans land act fund (less reserve for conditional benefits)..... 311,408,833 256,191,461 55, 217,387: 
(e) Miseellancous......- 0. .reccscutenecenees eu REE se cats eed ee 91,556, 780 72,537,756 19,019, 02 
Recovery likely to require parliamentary appropriations...... 4,095,992 4,207,529 —111, 53% 
« f 1,713, 998,214 1,263, 212,688 450, 785, 58 
10. Securities held in trust, schedule I, page 18..............000eeeee ees 50,852,748 51,956, 505 —1, 103,75: 
11. Deferred charges— | 
(2) Unamortized portions of actuarial deficiencies— | 
Canadian forces superannuation account.............e0eee eee 260, 223, 200 53,601,200 206, 622, 00 
Public service superannuation account............secceeeeees 189, 453, 200 93, 620, 600 95, 832, 
Royal Canadian Mounted Police superannuation account..... 10, 956, 800 3,115,200 7,841, 60. 
(b) Unamortized loan flotation costs, appendix No. 7, Section 9, | 
ORNS Vous pss shes das barseh tie eee ae 121,212,572 106, 217,789 14, 994,78. 
; 681,845,772 256,654,789 325, 290, 98 | 
Te ORR) MOM a. 5 ais Dead ke Wa hiss AS gael a ea ee 1 1 
13. Inactive loans and investments, schedule J, page 18...............05- 94,824, 381 94,824, 381 | 
AROS SOOO MOORS i on os ec ork ocak kw ealek Vee aR 14, 921,570,901 12,485,876, 550 2,435, 694, 35 
14. Less; reserve for losses on realization of assets..............cccueeeee — 546,384,065 — 546,384,065 | 
srisouiide icon ckesyialnc ciapiagsi tad inet elke gunmen 
VO PRNNSETION MIME el or e's 5 oc iiss cease core rg eee ee hae 14,375, 186, 836 11,939, 492,485 2,435, 694,35, 
15. Net debt, represented by excess of liabilities over net recorded assets, 


schedule K, page 19 


ea eee ke ee ee a ee ee oe ae oe 
PCRS CSABDARA SEC KO ODAC SSeS we Oe SS 


15, 964, 950,478 


30,340, 137,314 


(This Statement and the schedules and pages referred to therein are to be found in the Public Account! 


15, 543, 447,865 


27,482,940, 350 


a a ES eee 
SSS eee 


The notes appearing on page 6 are an integral part of this Statement of Assets and Liabilities. 


H. R. BALLS, 
Comptroller of the Treasury. 


Volume I, Section 7, except where otherwise indicated) 


R. B. BRYCE, 


421, 502,61 


2,857, 196, 96 


; 
| 


{ 
‘ 
( 
’ 


Deputy Minister of Finance. 


{ 
' 
| 


i 
| 


} 


| 


, Annuity, insurance and pension accounts, schedule N, page 25......... 
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)F CANADA 


IABILITIES AS AT MARCH 31, 1967 
L oe March 31, 1966) 
' 


LIABILITIES 


March 31, 1967 


. Current and demand liabilities, schedule L, page 19— 


(a) Outstanding treasury cheques................cccecececceccecece. $ 382, 624, 889 
(6) Accounts payable (that portion paid in April of the next follow- 
Oe ee ee ee ree 454,510,346 
(c) Non-interest-bearing notes payable to the international mone- 
tary fund and other international organizations.................. 366 , 378, 362 
Mer macured debt outstanding. j)65.5... 6.5 iki css duke seuoss.s..... 30,670,121 
mpesnverest(due'and outstanding. 4.5.6... oes cave vivccviess....... 111, 271, 485 
uP os... 1. SRS BUH ONS 0s «. SKS HM, fs cass ok... 286, 250, 208 
meaner Current Labilitiog ys, 1.50. iisd, i... deck denis Sue lee, ......., 39,272, 685 
1,670, 978,096 
, Deposit and trust accounts, schedule M, page 21..................... 347,314, 229 


7,915, 131,923 


. Undisbursed balances of appropriations to special accounts, schedule 


Es is 2 yb KOU WER ky «sar eda MD. Slee cs bsecececns 76,578,119 
memmeuncabie Corporation tax, oo... ec leccdcceecocceccuconee 196, 157,131 
| Deferred credits, schedule P, page 26...............ccccccccccceccece 142,827,514 
| Suspense accounts, schedule Q, page 26.............ceccecceccuccecces 50, 949, 273 


| Unmatured debt, schedule R, page 28— 


3 RTE, ANA Be sd DET bal Rb ss st Peres’ ee ol novel's oc hve vee nae’ 


i 
t 
\ 


17, 630, 206, 029 
2,310,000, 000 
19, 940, 206,029 


NT UR. tnx. 1 CDE Pes Gan... .k rec hem cree sc ee 


i! 


The indirect or contingent liabilities of the Government of 
Canada, consisting of railway securities guaranteed as to principal 
and interest, $1,275,947,986; other guarantees of $8,151,505,000; 

together with certain indeterminate guarantees, are listed on page 88. 


NN BERS ci accel yk cee eds iss vn but OU te wres cas 30,340, 137,314 
: 


March 31, 1966 


332,859,574 
380,308, 616 


255, 388, 518 
27,324, 686 
110, 930, 898 
254, 292,555 
37,731,247 


1,898, 836,094 


310,728,861 


6, 392, 132, 945 


101,945,175 


138,119,215 
31,390, 931 


16,959, 787,129 
2,150,600, 000 
19, 109,787, 129 


27, 482,940,350 


261 
EXHIBIT 2 


Net increase 
or decrease (—) 
during 1966-67 


$ 49,765,315 
74, 201,730 
110,989, 844 
3,345,435 
340.587 
31,957,653 
1,541,438 

272, 142, 002 
36,585, 368 


1, 522,998,978 


— 25,372,056 
196, 157,131 
4,708,299 
19, 558,342 
670,418, 900 


160,000,000 
830, 418, 900 


2,857,196, 964 


| 


Auditor General’s Certificate 


‘The above Statement has been examined in accordance with the provisions of the Financial Administration Act. I have 


nmons, I certify that the Statement is in agreement with the accounts maintained by the Department of Finance and 
t, in my opinion, it exhibits a correct view of the financial position of Canada as at March 31, 1967. 


| 


A. M. HENDERSON, 
Auditor General. 


AUDITOR GENERAL’S REPORT, 1966-67 


262 
EXHIBIT 32 
SUMMARY OF APPROPRIATIONS, EXPENDITURES AND UNEXPENDED BALANCES 
BY DEPARTMENTS FOR THE FISCAL YEAR ENDED MARCH 31, 1967 
Unexpended Balances 
(Volume | Department Appropriations | Expenditures Lapsed Carried 
II) | forward @ 
| ous 76 455 Hitesd 096 14 if 359 : 
L AariCultuTe, <<. co.ox oarka Sere <0 wale een emer , : , 657, 3 : 
; Be ee 60, 233, 164 60, 228, 082 5, 082 
3 Auditor General’s Office... .. 0,-5.2. es secre cece: 2,067, 666 2,058, 677 8, 989 
+ | Board of Broadcast Governors. ... .. +++ seer eee 814, 100 601, 814 212, 286 
5 Canadian Broadcasting Corporation .: . dan fix -=n 115, 284, 000 115, 243,073 40,927 
6 Centrul Mortgage and Housing Corporation ...:... 20,122,954 20, 122, 952 : 
7 | Chief Electoral Officer... ......-. secs rece rere recs 920, 134 919,041 1,093 
8 Defence Production... 2... .... cece cee cece ee eeene 44, 830,438 42,182,715 2,647,723 
9) | Dominion Bureau of Statistics. ........-. +++ +e: 28,327,091 26, 635,421 1,691, 670 
10 | Energy, Mines and Resources........ ++ +--+ sss eee 2) 136,910,776 130, 188, 364 6,722,412 
11 | Weternal ASAIbs.. ....2soeen venguce ae neers eee 240, 366, 984 230,474, 187 3,357,105 6, 535, 69: 
12 | FiaNGae eke ccp'clck «eee eae Wa a eles 8 ek nie CANE Gonate 1,836,031, 255 4,608,378 3, 124,31 
13 P etishorees, oe can av ohomeen tee Gee cee 43,759, 402 41,471,351 2,288,051 
14 | Forestry and Rural Development...........+-.+:- 73,493, 506 66, 490, 503 7,003,003 
15 | Governor General and Lieutenant-Governors...... 802, 865 774,003 28, 862 
16 Indian Affairs and Northern Development........ 201, 785,317 197,415,383 4,369, 934 
17 Tadewirye ss Wa ok oe Fees set Pees 41,834,161 34, 697,873 7,136, 288 
18 THAUPANGE, « «cic, 80: Ponh dciea dig meee dno ee 1,658, 261 1,652, 187 6,074 
19 FAGbICO a GMs Gang be cca PP RN UNOS one» See a ok 12,490,717 $2175, 007 315, 680 
20 Ee ein aR OWE ree ae ets.’ 26, 997, 587 24,911,054 2,086, 533 
21 Degislation... 4... 624. << <a eee ee oe ee ; 17,981,397 17, 835, 638 145,759 
22 Manpower and Immigration .......... +... ++ eee: (5) 379,681,107 320,416, 247 15, 234,061 44, 030,79 
23 | ational erence: J. <2 hie cree oe we meen oe ees 1,644,598,750 | 1,640,377, 558 4,221,192 
24 t National Pil O0aTUs <0 ss oo we os haw Seer caine ahr 8,017, 200 8,016,817 383 
25 National Gallery of Canada. ..........-.---.-505- 1,899, 200 1,872,361 26, 839 
26 National Health and Welfare...............-..5- 1,327,957, 519 1,315, 942,452 12,015, 067 
27 National Research Council, including the Medical 
Besenrc tn (ocnei ls. os. tel eae wee wee Se x? 94,958,000 94,648,779 309, 221 
28 WATIONAL IL OCORNO. 4:1 .. Gumauhe Shae inane ease 108, 933, 332 105, 868, 118 3,065, 214 
29 Pet Curiae eb Laks oan Aes ie Suerte oe 269, 547, 126 268, 493, 659 1,053, 467 
30 Peleg Gui: tng roe ee es os ese i ae 8, 346, 339 7,897,880 448,459 
31 Public Archives and National Library............ 2,695,000 2,663,017 31, 983 
32 Public Printing and Stationery... ..........-.-.-- 4,733, 200 4,020, 598 712,602 
33 Public Service Commission..........-. 00000 12,637,000 10, 848, 505 1,788,495 
34 Public Service Staff Relations Board. ............ 44,700 29,434 Los 200 
35 Panic WOLKS co ig ee oes eee Gato 307, 158, 706 294,372, 635 12,786,071 
36 Pegictrar (ieneral. ©. vo. ets. oO elas os ees 6,045, 966 5, 529,033 516, 933 : 
37 Bacretary oF State: / seas me ol Bee sos on aus Pomorie 139, 960, 890 133, 847, 296 4,792,594 1, 321,00 
38 Salirtbor ClSHEIAL. fi ee cinee eat ane pie Rey 172,778, 960 162, 279, 320 10,499, 640 
39 [Erade and @oOmImeree =, ca sone cielo eeraratoehe i mers 75,803,758 73,509, 965 2,293,793 
40 MP omit, ook eran, Pence Leis tai oeten uu 5 ea mums (G22 wioentae 603, 999,371 18,733, 386 
41 bP eceengey Blt) iid gechuadave seo geew tas a conl TOO Sieg) 153, 358, 110 7,621,191 
42 Unemployment Insurance Commission............ 106, 866, 557 106,107,051 759, 506 | 
43 NY ectaswentin? A Frere Re oop cnc v ie woag Se ei s. 46.i0d ple anata sere 399, 610,474 390, 820, 545 8,789, 929 
(8)9 015,221,761 | 8,797,684, 457 162, 525, 502 55,011, 8( 


Available for expenditure in subsequent fiscal years: 
of Finance 1965-66 vote 50b, $3,124,311, Department of Manpower an 


the Secretary of State vote 27a, $1,321,000. 


()Ineludes $7,500 carried forward from vote 62 


(3)Includes $22,000,000 carried forward from vote 50b of Department of Finance 1965-66 estimates. 


(4) Ineludes $15,388,000 carried forward from vote 8d Department of Labour 1965-66 estimates. 


Department of External Affairs vote 35, $6,535,692, Departmer' 
d Immigration vote 6c, $44,030,799 and Department ¢ 


d Department of Energy, Mines and Resources 1965-66 estimates. 


(5) Includes $39,170,457 carried forward from vote 6d Department of Manpower and Immigration 1965-66 estimates. | 
(°) Includes $7,904,553 carried forward from vote 112 of Department of Transport 1965-66 estimates. | 


Includes $4,333,560 carried forward from vote 15 Department of Finance 1965-66 estimates. | 
_ In addition, parts of appropriations in the amount of $377,427 in respect of the Department of Agriculture and expenditur 
in a similar amount were transferred to ‘‘other loans and investments’’. | 

H. R. BALLS, | 


Comptroller of the Treaer 
Auditor General’s Certificate 


The accounts relating to the erpenditures as set forth in the above Statement have been examined under my direction an 
subject to the comments in mv report to the House of Commons, I certify that, in my opinion, the Statement gives @ Corre 
summary for the vear ended March 31, 1967. 


A. M. HENDERSON, 


Auditor General. | 


| 
| 


(This Summary is to be found on page 8.2 of the Public Accounts, Volume I, and the sections referred ! 
therein are those in the Public Accounts, Volume II) 
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HE functions and responsibilities of the Auditor General of Canada are outlined 
in Part VII of the Financial Administration Act, B.S., c. 116. 


2. In accordance with the requirement of section 70 of the Act, I now report to the 
Jouse of Commons on the results of my examinations for the year ended March 31, 1968. 
ubsection (1) of the section reads: 


The Auditor General shall report annually to the House of Commons the results of 
his examinations and shall call attention to every case in which he has observed that 


(a) any officer or employee has wilfully or negligently omitted to collect or receive any 
money belonging to Canada, 


(6) any public money was not duly accounted for and paid into the Consolidated 
Revenue Fund, 


(c) any appropriation was exceeded or was applied to a purpose or in a manner not 
authorized by Parliament, 


(d) an expenditure was not authorized or was not properly vouched or certified, 


(e) there has been a deficiency or loss through the fraud, default or mistake of any 
person, or 


(f) a special warrant authorized the payment of any money, 


and to any other case that the Auditor General considers should be brought to the notice 
of the House of Commons. 


3. The Statement of Expenditure and Revenue for the fiscal year ended March 31, 
168 and the Statement of Assets and Liabilities as at that date, prepared by the Depart- 
ent of Finance for inclusion in the Public Accounts, have been examined and certified 
7me as required by section 69 of the Financial Administration Act, subject to my com- 
ents in this Report. Copies of these financial statements are appended as Exhibits 1 and 
The Summary of Appropriations, Expenditures and Unexpended Balances by Depart- 
ents and the Summary of Revenue by Main Classifications and Departments, both as 
eluded in the 1968 Public Accounts, have also been examined and certified and copies 
e appended as Exhibits 3 and 4. 


anding Committee on Public Accounts 


4, My 1966 Report was tabled in the House on February 20, 1967 and was referred 
the Committee on April 5, 1967. The Committee held three meetings before the First 
ssion of the Twenty-seventh Parliament prorogued on May 8, 1967. The Second 
ssion opened on the same date and on May 19, 1967 my 1966 Report was again referred 
the Committee. However, the Committee did not hold any further meetings. 

My 1967 Report was tabled in the House on February 19, 1968 and was referred to 
> Committee on March 1, 1968. The Committee held four meetings in the period 
arch 7 to March 19, 1968 when it discussed my follow-up report showing the status of 


1 
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previous Committee recommendations and commenced an examination of my 1966 
Report. No further meetings were held, however, or reports made to the House before 
Parliament was dissolved on April 23, 1968. 

During the First Session of the Twenty-eighth Parliament, my 1966 and 1967 Reports 
were again referred to the Committee on October 29, 1968. The Committee commenced 
its meetings on November 7, 1968 and is still in session. In view of the heavy backlog of 
material awaiting examination in these Reports, the Committee decided that it would 
commence its deliberations by examining my follow-up report on the status of its pre- 
vious recommendations, leaving its examination of my Reports until this, my 1968 
Report, is tabled in the House and referred to the Committee. 


Recommendations and Observations by the Standing Committee on Public Accounts 
not yet implemented or dealt unith 


5. My Report to the House last year included a listing of 55 recommendations and 
observations by the Committee which were awaiting implementation by the Executive 
or further consideration by the Committee. | 

Since that Report was submitted to the House on February 19, 1968, the Public 
Accounts Committee has withdrawn its request for information concerning federal losses 
from bankruptcies which was included in its Twelfth Report 1966-67 and the Executive 
has implemented the following four recommendations: 


Fourth Report 1966-67 
Post Office Savings Bank 
Eighth Report 1966-67 ! 
Internal audit group—Department of Indian Affairs and Northern Development 
Tenth Report 1966-67 | 
Department of External Affairs missions abroad 
Fourteenth Report 1966-67 
Application of Canadian Hospital Accounting Manual to federal hospitals | 


Legislation presently before Parliament will, if passed, partially implement the 
Committee’s recommendation with respect to amendments to the Customs Act and the 
Excise Tax Act which was contained in its Eighth Report 1964-65 (see Appendix 1, item 
25), and will implement its recommendation (see Appendix 1, item 39) that 
the costs of recovering a sunken vessel, the oil cargo of which was a threat to waterfowl, 
marine life and coastal property, should be the responsibility of the owner, which was| 
contained in its Eighth Report 1966-67. | 

The Committee has made no additional recommendations to the House since i 
Fourteenth Report 1966-67 which was presented to the House on March 2, 1967. i 

The 50 recommendations and observations remaining which have not been im- 
plemented or otherwise dealt with are listed in Appendix 1 to this Report. | 
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Scope of the Audit 


6. Examinations of the departmental accounts for the year ended March 31, 1968 
were made in conformity with section 67 of the Financial Administration Act which 
reads: 
| The Auditor General shall examine in such manner as he may deem necessary the 
accounts relating to the Consolidated Revenue Fund and to public property and shall 
ascertain whether in his opinion 
(a) the accounts have been faithfully and properly kept, 
(6) all public money has been fully accounted for, and the rules and procedures applied 
| are sufficient to secure an effective check on the assessment, collection and proper 
allocation of the revenue, 


(c) money has been expended for the purposes for which it was appropriated by 
Parliament, and the expenditures have been made as authorized, and 

(d) essential records are maintained and the rules and procedures applied are sufficient 
to safeguard and control public property. 

Our examinations continued to include a general review of the accounting pro- 
cedures and such tests of the accounting records and other Supporting evidence as we 
considered necessary in the circumstances. 

The attention of responsible administrative and accounting officers was directed 
to transactions which, in the Audit Office view, were not in harmony with annual 
parliamentary appropriations or continuing statutory financial directions, or which 
lacked conformity with Executive orders or regulations. 

Our examinations extended to all departments, Crown corporations and other 
agencies of the Government of Canada, excepting those corporations and other instru- 
mentalities listed in paragraph 263 whose accounts were subject to examination by 
other auditors. 

During the course of their work, members of the staff of the Audit Office were 
given full access to all vouchers, records and files of the various departments, Crown 
sorporations and other agencies. In addition, they were readily provided with all sup- 
olementary information and explanations required. I should like to express my appre- 
siation for the co-operation thus extended by departmental and treasury officers and by 
the administrative and accounting officers of Crown corporations and other agencies. 

The Audit Office has continued to follow its practice of addressing detailed reports 
(0 the executive boards of Crown corporations and other agencies covering the results 
Mf its examinations. These reports give a broad summary of the results of operations 
or the financial year in comparison with the previous year, and make comments and 
ffer suggestions regarding weaknesses in internal control and other matters noted during 
he audit. Matters dealt with in these reports that are considered to be of interest to the 
Louse of Commons are referred to in the relevant sections of this Report. 


‘orm and Content of the Estimates 

7. In my Report to the House last year reference was made to the proposals the 
[treasury Board wished to submit to the Public Accounts Committee regarding changes 
0 be made in future Estimates submissions to the House. The President of the Treasury 
3oard presented his proposals to the Committee on November 21, 1968. 
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The proposals are designed to show estimated expenditure on a program and activit 
basis with the details for all departments being shown under three main heading: 
Administration, Operations and Maintenance; Construction and Acquisition; an 
Grants, Contributions and Subsidies. I have advised the Public Accounts Committe 
that not only should these details provide the House with additional information cor 
cerning proposed spending but that they should also furnish a more meaningful breal 


down of the cost elements. 

In indicating its agreement with this view on December 17, 1968, the Committe 
agreed that the following criteria should be employed in determining the individu 
votes required under the revised Estimates format: 


1. In the revised Estimates, the proposed spending under a program is to be set for 
under the three basic headings of | 
(a) Administration, Operations and Maintenance (or operating costs) ; 
(b) Construction and Acquisition (or capital costs); and 
(c) Grants, Contributions and Subsidies, | 
so this information will be available to the members of the House in the same manner — 
seen in the example submitted to the Committee of the proposed form of estimat 
given for the Department of Indian Affairs and Northern Development regardless — 
whether there is to be one, two or three votes. 


2. Each department, agency or legal entity shall require one or more votes as the ca 
may be. | 

3. In all cases where agencies or Crown corporations are incurring a deficit or relat: 
deficits which must be covered by an appropriation, these will be the subject of 
separate vote. | 

4. The special circumstances surrounding any particular expenditure, e.g. Contingenei 
Treasury Board Vote 5, be made the subject of a separate vote. 

5. As capital investment today can well mean increased Administrative cost tomorro” 
spending proposals involving more than $5 million in total for Construction a) 
Acquisition within a departmental program shall always be the subject of a separa 
vote. 


6. Grants, Contributions and Subsidies being of a special nature, therefore requiring | 
different type of consideration, will be the subject of a separate vote when the tot! 
within a departmental program exceeds $5 million. 


In its Third Report 1963 the Public Accounts Committee made two recommend 
tions which have not yet been implemented (see Appendix 1, item 6). The Preside)’ 
of the Treasury Board has informed the Committee that its recommendation for tl 
inclusion of supporting financial information of certain Crown corporations and oth 
public instrumentalities is to be implemented in the new form of the Estimates. Tl 
other recommendation called for brief notes to be given in the Estimates or Detai 
of Services explaining proposed major increases in the size of departmental sté. 
establishments, the cost of which is one of the largest single items of public expenditu’ 
today. Such brief explanatory notes would materially assist the House in understandi. 


the reasons for increases in this type of expenditure and should also be included | 
the new Estimates. | 
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International Work and Relationships 


8. The Auditor General has served since 1956 as External Auditor of the Inter- 
national Civil Aviation Organization, one of the specialized agencies of the United 
Nations. In this capacity he is a member of the United Nations Panel of External 
Auditors and has been Chairman since October 1965. 

An additional international assignment within the United Nations family was 
undertaken in 1967 when the Assistant Auditor Genera] was appointed a member of the 
1967 External Audit Committee of the International Monetary Fund. He was reappointed 
to the 1968 External Audit Committee and served as its Chairman. 

On November 16, 1967 the General Assembly of the United Nations appointed 
the Auditor General of Canada a member of the United Nations Board of Auditors for 
a three-year term beginning July 1, 1968. In this capacity he functions as one of the 
three External Auditors of the United Nations. 

These assignments, which are undertaken at the request of the Government, are 
providing valuable experience for the Audit Office staff. This is particularly true in the 
case of the United Nations where management auditing is being carried out. The staff 
engaged on this work has been augmented by the employment of private practitioners 
experienced in this particular field. Travelling expenses and in most eases salary costs 
are recovered from the client organizations. 

In addition to these international auditing assignments, it has been the policy of 
the Audit Office to welcome to its staff for training purposes officers sent to Canada 
oy the Auditors General of other countries. A number of these have served on the staff 
Mf the Office during the past several years and four more, including the Auditor General 
Mf Sierra Leone and the Assistant Auditor General of Ceylon, are scheduled to spend 
rom three to six months with us during 1969. 


)ffice of the Auditor General 


9. The Public Accounts Committee has had the functions and operations of the 
\udit Office under review for many years. As a consequence the Committee has made 
number of recommendations to the House designed to ensure the independence of the 
)ffice as well as to improve parliamentary control of public funds. The recommendations 
n question are set out in Appendix 1, items 9, 27, 28, 29, 30 and 45. 


One of these recommendations dating back to 1960 was reiterated by the Com- 
nittee in its Third Report to the House on June 28, 1966: 


It continues to be the opinion of the Committee that it is fundamental that the Office 
of the Auditor General of Canada be strong, capable, efficient and equipped to operate in 
accordance with the high standards of independence and objectivity expected of professional 
accountants. The Committee has been particularly pleased to note in this connection that 
the Office was recently accorded the right by the Institutes of Chartered Accountants of 
Quebec (1964) and Ontario (1966) to article students-in-accounts. 

The Committee believes that, as an officer of Parliament, the Auditor General should 
have the right to recruit the professional and senior staff he needs, in the same independent 
manner as do other officers of Parliament and that the Auditor General’s establishment be 
set in the same manner as government departments. 
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As I advised the House last year, failure of the Executive to heed this particula 
recommendation continues to impose a severe handicap on the Office in its efforts t 
meet the standards set by the Public Accounts Committee. 

One of the proposals made by the Committee for the solution of this problem wa 
that this Office should be governed by a separate Act of Parliament. It requested m 
in 1966 to consult with my legal advisers and to co-operate with them in preparing ; 
draft of such an Act for submission to the Committee and to the Government. I compliec 
with this request and submitted the draft legislation to the Chairman of the Committe: 
and to the Minister of Finance on February 20, 1967. I understand the Committee wil 
examine this draft during the current session. | 


The Control of Public Expenditure 


10. Fundamentally it is government policies that determine public expendituri 
and the level of taxation required. The biggest problem facing governments in this ares 
is how to keep the growth of public expenditure under control and at the same tim 
discharge their responsibilities to the public. | 

Parliamentary control of public expenditure reflects, if it does not depend upon! 
the attitude of the man in the street towards expenditure and taxes, and one of the 
major questions is how this control can be strengthened to better enable Parliament te 
discharge its responsibilities. It is not for the Auditor General to determine how public 
money should be spent but as the servant of Parliament it is his duty to guard Par: 
liament’s control of the process. | 

The considerable changes which have taken place in the nature and diversity 0: 
public spending over the past quarter century have added new dimensions to the 
problem. They have presented many new challenges to both the legislative anc 
executive branches of government. Public spending in all its phases is far greater anc 
more complex than ever before. Much of it relates to advanced technological projeda 
scientific research, and new and different subsidy arrangements including welfare schemes 
of unprecedented proportions. In these and other areas of public spending new sets 01 
priorities, standards and values are emerging to replace many that have been taker 
for granted for a long time. This places an especially heavy responsibility on those 
charged with disbursing public funds to ensure that value will still be received for 
the money spent. It also places an equally heavy responsibility on the Office of the 
Auditor General. I am naturally concerned that the Office discharge this responsibility 
fairly and intelligently. 

The importance of an effective control of public expenditure cannot be stressed’ 
too strongly. This has never been an easy task in a country the size of Canada, particularly 
with its provincial governmental organizations so closely paralleling the federal structure. 
The need of effective communication throughout the country at all levels is essential 
if the controls necessary to contain public expenditure for the benefit of the taxpayer 
are to be properly administered. The history of Canada’s annual budgetary expenditure 
at the federal level shows what this is costing. From the modest figure of $19 million 
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in 1871, budgetary expenditures have increased many-fold through two world wars to 
reach $5,900 million in 1960-61 and an estimated $10,670 million in 1968-69. 

In my Report last year I referred again to the study of the organization and 
operating methods of the departments and agencies of the Government completed by the 
Royal Commission on Government Organization in 1963. The responsibility of the 
Auditor General with regard to the findings of this Commission and the manner in 
which that responsibility was discharged have been set out in my Reports to the House 
in the past four years. Many of the situations dealt with in my Report this year could 
have been avoided if action had been taken to correct the undesirable practices brought 
to light and criticized by the Commission in its reports in 1962 and 1963. 

The Government has, by implementing a number of the Commission’s recommenda- 
tions and by other means, sought to improve its management and other techniques 
to meet the demands of its expanding organization. On the administrative side, efforts 
have ranged from improved management information systems and the development and 
installation of extensive electronic data processing facilities to an enlargement of the 
estimating machinery to improve forward planning. Outside consultants have been 
employed to assist in these installations, particularly in the training of staff capable 
of assuming the increasing number of new tasks. Likewise it has been necessary to recruit 
more personnel with which to staff the expanding organization in many of the government 
departments. 

The cost of this in terms of staff and related office needs has, of course, been 
reflected in increased budgetary expenditure over the years. When the Royal Commission 
concluded its work in 1963 the cost of administrative overhead approximated $1,000 
million. The comparable figure estimated for 1968-69 is $1,760 million—an increase of 
(6% over the past six years. It will be seen from Appendix 2 to this Report that the 
vumber of employees authorized for government departments at March 31, 1968 had 
nereased by a total of 10,629 during the past year. Increases are recorded in 34 of the 
(2 departments. The increase in the number of employees authorized for government 
lepartments and for Crown corporations and other instrumentalities over the past five 
fears has amounted to 42,667. In any assessment of these figures, consideration must, of 
ourse, be given to new programs introduced and to the reduced purchasing power of 
he dollar. 

My Report this year again directs the attention of the House to a number of 
xpenditures that were uneconomical or wasteful. In my opinion more should be done 
0 examine the underlying causes as to why so much of this kind of waste continues 
ear after year. With improved management controls and a more effective delegation 
f responsibility aimed at achieving individual accountability such as the Government 
s proposing, it should be easier henceforth to pinpoint the management weakness that 
as permitted the waste, who was responsible, what will be done about it and how it 
an be prevented from happening again. As a consequence, it should be possible for 
he Auditor General to submit more comprehensive Reports to the House. 
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As the Committee responsible to the House for the traditional safeguarding of 
Parliament’s control of public spending, the Public Accounts Committee has con- 
sistently sought to address itself to these matters in recent years when questioning 
departmental heads on the cases set out in my Reports to the House. Unfortunately 
the Committee has seldom been able to proceed beyond the cases under examination, 
perhaps due to the pressures surrounding its meetings in recent years. The Minutes of 
Proceedings of this Committee, of other committees of the House dealing with the 
Estimates, and of the Senate Finance Committee clearly demonstrate the anxiety of 
the members of both Houses to try to get at the root causes of uneconomical operations 
and apparent waste or extravagance. | 

In my opinion it would be of material assistance were Parliament itself to consider 
commissioning a management study of government organization at least once every) 
decade. I believe this should take the form of an audit of the governmental organization, 
its management, methods and procedures, carried out by a qualified team for the 
benefit of Parliament, the Government and the taxpayers. | 

The terms of reference for such a team should render it independent of the Govern- 
ment and require that it submit its report directly to both Houses. Its composition) 
should include the Auditor General because his familiarity and experience with the sub- | 
ject could facilitate the study by speeding the work and minimizing its cost. | 


Summary of Expenditure and Revenue 


11. The Statement of Expenditure and Revenue for the fiscal year ended March 31, 
1968, prepared by the Department of Finance for inclusion in the Public Accounts and 
certified by the Auditor General as required by section 64 of the Financial Administra- 
tion Act, is reproduced as Exhibit 1 to this Report. The Statement shows a deficit of 
$795 million for the year. By comparison, there were deficits of $422 million in the 
preceding year and $39 million in 1965-66. 


Expenditure 


12. The Summary of Appropriations, Expenditures and Unexpended Balances by 
Departments for the fiscal year ended March 31, 1968, as published in the Public 
Accounts, is reproduced as Exhibit 3 to this Report and shows appropriations of 
$10,109 million, expenditures of $9,871 million and unexpended balances totalling $238 
million. 


13. Of the $10,109 million of appropriations available for expenditure in the year, 
$4,252 million was provided by statutory authorities and $5,805 million was granted 
by Appropriation Acts (Nos. 3, 4, 5, 6 and 7 of 1967 and No. 1 of 1968) while $52 million 
remained available from continuing 1966-67 appropriations, 

Of the $9,871 million of expenditures during the year, $4,252 million (43%) was 
incurred under statutory authorities, with $5,619 million (57%) being spent under the 
authority of appropriations granted for the year and continuing appropriations of the 
previous year. 

Of the $238 million of unexpended balances at the year-end, $190 million lapsed 
in compliance with section 35 of the Financial Administration Act and $48 million 
pertaining to the following departments and votes remained available for expenditure 
in 1968-69 because of the special wording of the appropriations: 


Department Vote Particulars Amount 

Manpower and Immigration..... 6 Municipal winter works incentive pro- 

SPAIN sh. s « daw a+ oe DOR ee $ 21,013,000 
10 Payments to provinces under the Adult 

Occupational Training Act........... 3,000,000 

Trade and Commerce........... 35 Payments to the Canadian Wheat Board 12,351,000 
Rs ee Oe 46 Forgiveness of indebtedness on loans 
made by Municipal Development and 

TD SOOT | ccs nc as nse eeeeeues 3,920,000 


50 Payments to the Governments of Com- 
monwealth Caribbean countries re cus- 
tintin dntios. Jisaweol. Soieeets Jato 1,073,000 


10 AUDITOR GENERAL’S REPORT, 1967-68 


Department Vote 
Indian Affairs and Northern De- 
velopment.........csesceeves 30 
Fixternal Affaire... 2. is5 sos >: 35 


(1966-67) 35 


Transport—Atlantic Development 
Board O09 sina coats 95 


100 


Particulars Amount 

Northern mineral development assistance 

Prante slo 2. cek Js CR See $ 3,707,000 
International food aid program......... 2,188,000 
Italian earthquake relief............... 100,000 
Italian flood reliel; $ s.gc)s ied aes eta 111,000 
Trunk highway program... i.i2s.. essa 23,000 
Housing mobility assistance..........6. 705,000 


$ 48,191,000 


14. The lapsed balances of $190 million represented 3.2% of the $5,857 million 
provided under Appropriation Acts. This compares with lapsed balances of 2.9% of 
the amounts available in the preceding year and 3.6% in 1965-66. In the following; 
cases the lapsed balances represented more than 10% of the appropriations under the | 


Appropriation Acts: 


mraasiry Ddsrd. (ost? ek, a 
Board of Broadcast Governors............ 


Central Mortgage and Housing Corporation 
Energy, Mines and Resources............. 
Indusiry foc ee Cet ae eee 
Defence. Producto sa... qivnicahidase. 26m 


Lapsed 


Amount % 


$ 15,269,000 23 


Appropriations 


A ye APs ad a $ 66,503,000 


ed eee Tee 1,301,000 267,000 21 
A, Waa 2 9,415,000 1,915,000 20 
ee wae wecase, 25,300,000 3,893,000 15 
ine se xem, 114,587,000 15,917,000 14 
Niece EE 8 114,369,000 13,670,000 12 
Mosinee ee a 40,353,000 4,868,000 12 
PNT WRIT ire 42,, 480 , 000 4,821,000 11 
nea Sie ene 3,983,000 419,000 11 
ree 14,908,000 1,518,000 10 


15. ‘The following summary compares expenditure for the fiscal year 1967-68 with | 
the corresponding figures for the two previous years: 


BETO AIIOS 6 ols eovni vv kd ax ain CoP OES 
Atomio Energy. .es acQewns hee 4e 
Canadian Broadcasting Corporation..... 
Defence Production 


SRS e Oe SL e We pe ee eee abel te ie 


26S See Pd We ape Soe Sle kee eee eae 
SOF Oe i Scien 8) Re tw ie? f'8 cm fe eco ee ue eles alm ce. 


FE OS D8) 6 Es aw ee Oat ae 6 ew, te lak LOS eee et 


Forestry and Rural Development....... 
Indian Affairs and Northern Development 
DOREY <0 on. ete, Saneedett tee 
Manpower and Immigration 
National Defence........... 
National Health and Welfare........... 
National Research Council of Canada, 

including the Medical Research Council 


Oe ee aw Oye ee 


1967-68 1966-67 1965-66 

277 ,066 ,000 230,657,000 $ 186,264,000 
69 , 302,000 60 , 228,000 54,450,000 
143 , 283 ,000 115,243 ,000 97,459,000 
35,499 ,000 34,183,000 29 ,057 ,000 
138,114,000 130,188,000 107 ,358 , 000 


215,749,000 


230 , 474,000 


152, 546,000 


2,148,835,000 1,836 ,031,000 1,681,039, 000 
51,741,000 41,471,000 34,526,000 
81,063 , 000 66,491,000 57, 135,000 

231,436,000 197,415,000 156 , 434,000 
118,198,000 78,519,000 72,254,000 
421,594,000 320,416,000 236 , 478,000 

1,753 ,482 ,000 1,640 ,378,000 1,548, 447 ,000 

1,488, 295,000 1,315, 942,000 1,175, 122,000 
121,749,000 94,649 ,000 74,387 ,000 


{ 
t 
| 
| 
i} 
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SUMMARY OF EXPENDITURE AND REVENUE ll 


1967-68 1966-67 1965-66 
National Revenue..................... $ 115,058,000 $ 105,868,000 $ 94,972,000 
erm reas Ge fan! i See). 301,846,000 268 , 494,000 240 , 206,000 
EL dhe 308 , 599,000 294,373,000 275,147,000 
Cos ei a 189,882,000 133 , 847 ,000 54,178,000 
Peg oy a a re 153 , 460,000 144,276,000 121,334,000 
Trade and Commerce.................. 81,383,000 73,510,000 67,957,000 
BEMRGDUTE irs TRE Feros t AGP. ot 606 , 933 ,000 568, 178,000 491,986,000 
0 rae het ne nn ee 158, 573,000 153 , 358,000 104,417,000 
Unemployment Insurance Commission... 107,150,000 106, 107,000 98 ,038 , 000 
peroracn atairs, Ae ee a 400,815,000 390.821 ,000 369 , 337,000 
Other departients, x: viv vovant occas. 152,259,000 148, 563 ,000 136 , 767 ,000 


$ 9,871,364,000 $ 8,779 ,680,000 $ 7,717,295,000 


Nore: Appropriation Act No. 3, 1967, 1966-67, c. 86, authorized the Department of the Solicitor General 
to credit the administrative vote for the Royal Canadian Mounted Police with costs recovered. 
In previous years these recoveries were recorded as non-tax revenue and for purposes of compar- 
ison the expenditure figures for 1966-67 and 1965-66 have been adjusted accordingly. — 
In the following paragraphs attention is drawn to the significant increases or 
decreases in expenditure charged to individual appropriations or groups of appropriations 
which mainly accounted for the increased expenditure shown above for 1967-638. 


16. Agriculture. Expenditure increased by $46 million (20%). This was mainly due 
to an increase of $55 million (71%) in expenditure under the dairy support program, 
offset by a decrease of $20 million (46%) in expenditure on other grants, contributions, 
and subsidies paid by the Production and Marketing Branch. Other increases were: 
Research Branch, $4.2 million (12%); Health of Animals Branch, $2.5 million (15%); 
Board of Grain Commissioners, $1.9 million (24%); departmental administration, 
$1.6 million (32%); Production and Marketing Branch administration, $1.4 million 
(8.1%); Farm Credit Corporation, $1.2 million (48%); and payments under the Crop 
Insurance Act, 1959, c.42, $1.4 million (107%). These were offset by a decrease of 
$3.5 million (14%) in land rehabilitation, irrigation and water storage projects. 


17. Atomic Energy. The net increase of $9.1 million (15%) comprised an increase of 
$9.2 million (20%) in the operating expenditure and a decrease of $675,000 (6.6%) 
in the capital research program of Atomic Energy of Canada Limited, together with 
an increase of $557,000 (25%) in the administration expenses and research grants of 
the Atomic Energy Control Board. 


18. Canadian Broadcasting Corporation. The increase of $28 million (24%) was 
due to an increase of $24 million (20%) in the cost of production and distribution of 
programs, $1.5 million (111%) in repayment of capital loans, $1.6 million (71%) in 
interest on capital indebtedness, $1.4 million (14%) in selling and general administration 
expenses, $1.3 million (10%) in operational supervision and services, $1.2 million ( 61%) 
in the cost of radio and television broadcasting services at the Canadian Universal and 
International Exhibition, Montreal, 1967, and $1 million (32%) in the cost of the 
international broadcasting service; offset by an increase of $4 million (11%) in advertis- 
ng and other revenue. 
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19. Defence Production. Expenditure increased by $1.3 million (3.8%). Administra- 
tion, operation and maintenance costs increased by $2.2 million (9.57). In addition, 
there were expenditures for which there was no counterpart in 1966-67 amounting to 
$1.2 million in respect of losses sustained in the operation of the Crown-owned magnesium 
foundry at Haley, Ont., prior to its sale in December 1967 and in settlement of the 
obligations of the foundry outstanding at September 30, 1967. These were offset by 
decreases of $1.3 million (14%) in expenditure of the Canada Emergency Measures 
Organization and $.8 million for the administration and operation of Canadian Arsenals 
Limited, there being no corresponding charge to the appropriation for this item in 
1967-68. 


20. Energy, Mines and Resources. Expenditure increased by $7.9 million (6.17%). 
Major increases were $5.2 million (34%) for research and investigations on water 
resources, $4.1 million (26%) for marine surveys and research, $1.4 million (16%) for 
field and air surveys, mapping and aeronautical charting, and $1.6 million for payments’ 
to Cape Breton Development Corporation to support the coal mining industry on Cape 
Breton Island, for which there was no counterpart in the preceding year. Offsetting these 
increases were reductions of $4.4 million (12%) in respect of payments in connection 
with movements of coal and $1.8 million (40%) in contributions to the provinces to 
assist in the development of roads leading to resources. 

21. Hxternal Affairs. Expenditure decreased by $15 million (6.4%). This - 
mainly due to a decrease of $25 million (16%) in external aid offset by an increase of 
$10 million (14%) in costs of administration, operation and maintenance, and construe- 
tion or acquisition of buildings, etc. The reduction in external aid was made up of a 
$17 million (11%) decrease in economic, technical, educational and other assistance, and’ 
a $9.4 million forgiveness in 1966-67 of a loan to India for which there was no counter- 
part in 1967-68, offset by an increase of $1 million (65%) in salaries and expenses. | 

22. Finance. Expenditure increased by $313 million (17%) due mainly to increases 
of $222 million (43%) in subsidies and other payments to provinces, $110 million (9.3%) 
in public debt charges, $4 million (10%) in grants to municipalities and provinces, 
$3.1 million (94%) in payments under the several guaranteed loans Acts, $2.8 million. 
(9.5%) in respect of the Office of the Comptroller of the Treasury, $2.1 million for the 
cost of drawing currencies from the International Monetary Fund and $1.1 million 
payments to governments of Commonwealth Caribbean countries in respect of customs’ 
duties on raw sugar imported into Canada, the latter two expenditures having no counter-. 
part in 1966-67; offset largely by decreases of $24 million (58%) in forgiveness of 
indebtedness under the Municipal Development and Loan Act, 1968, c.13, of $1.6 million 
in grants to non-profit social institutions, and by there being no counterpart in 1967-68. 
for the 1966-67 expenditure of $8.6 million arising from the flooding of the Red River. | 


| 
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23. Fisheries. The increase of $10 million (25%) was due mainly to increased 
costs of $4.8 million (132%) for grants, $3 million (27%) in respect of the Fisheries 
Research Board, and $2 million (10%) for operation and maintenance. 


24. Forestry and Rural Development. Expenditure increased by $15 million (22%) 
due mainly to a $17 million (83%) increase in expenditure for the Rural Development 
Branch, of which $9 million (50%) applied to programs under the Agricultural and Rural 
Development Act, 1960-61, c. 30, and $6 million to the rural economic development 
program for which there was no counterpart in 1966-67; offset by a decrease of $2 million 
(11%) in expenditure in the Forestry Branch which was more than accounted for by a 
decrease of $7.7 million (88%) in contributions to provinces and an increase of $5 million 
(35% ) for administration, operation and maintenance, and construction or acquisition 
of buildings. 


25. Indian Affairs and Northern Development. Expenditure increased by $34 million 
(17%) of which $18 million (17%) was due to increased activities of the Indian Affairs 
Branch, where administration, operation and maintenance costs increased by $13 million 
(16%) and construction costs increased by $5 million (19%). Northern Program expendi- 
ture increased by $14.4 million (26%) of which $5.7 million (19%) pertained to increased 
administration, operation and maintenance costs, $3 million (47%) to increased payments 
to the Governments of the Yukon Territory and the Northwest Territories in lieu of 
certain taxes, $2.9 million (16%) to increased expenditure on construction and $2.8 
million to northern mineral development assistance grants which had no counterpart 
in the preceding year. Conservation administration, operation and maintenance expendi- 
ture increased by $2.6 million (16%) while construction expenditure decreased by 
$1.5 million (8%). 


26. Industry. Expenditure increased by $40 million (50%). This was due to expendi- 
ture of $15 million, compared to $1.2 million in the previous year, to provide incentives 
for the development of employment opportunities in designated areas in Canada; $11 
million for development grants under the Area Development Incentives Act, 1965, c. 12, 
Which had no counterpart in the previous year; increases of $4.2 million (67%) in 
administration costs, $3.5 million (9.8%) in capital subsidies for the construction of 
commercial and fishing vessels, and $2.6 million (32%) in payments for certain programs 
to assist defence contractors with plant modernization ; $2.1 million to provide incentives 
ior the expansion of scientific research and development in Canada, which had no 
Ounterpart in the previous year; and an increase of $1.8 million (38%) for costs of 
idvancing technological capability of Canadian manufacturing by supporting selected 
‘ivil (non-defence) development projects. 


27. Manpower and Immigration. Expenditure increased by $101 million (31%). This 
vas due mainly to increases of $93 million (31%) for the development and utilization 
f manpower, $5.3 million (390%) for program development, $1.5 million (59%) in 
eneral administration, and $1 million (5%) in the expenditure of the Immigration 
3ranch. 
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28. National Defence. Expenditure was $113 million (6.97%) higher than in the 
preceding year. Significant increases were $93 million (6.5%) in the expenditure for 
defence services, $16 million (37%) in the Government’s contribution to the Canadian 
Forces Superannuation Account, and $6.3 million (14%) in defence research costs. These 
were offset by a decrease of $1.8 million (18%) in the Government’s contribution under 
the Canada Pension Plan in respect of the Canadian Forces. 


29. National Health and Welfare. Expenditure increased by $172 million (13%) due 
mainly to a net increase of $78 million (51%) in assistance to provinces under the 
Canada Assistance Plan, 1966-67, c. 46, and the Unemployment Assistance Act, 1966 
c. 26; $71 million (18%) in payments pursuant to the Hospital Insurance and Diagnostic 
Services Act, 1957, c. 28; $28 million (594%) under the Health Resources Fund Act. 
1966-67, c. 42; $5.5 million (.9%) in family and youth allowances and family assistance 
payments; and increased costs of administration of $4.5 million (13%) for medica’ 
services, $1.5 million (21%) for welfare services and $1.4 million (21%) for food anc 
drug services. Reductions offsetting these increases were: $10.8 million (55%) in old age 
assistance payments, $8 million (53%) in disabled persons’ allowances, $1 million 
(31%) in blind persons’ allowances, and $1 million (22%) in payments under the 
Fitness and Amateur Sport Act, 1960-61, c. 59. 


30. National Research Council of Canada, including the Medical Research Council 
The $27 million (29%) increase in expenditure was due largely to an increase of $2( 
million (42%) in scholarships and grants in aid of research, an increase of $4.5 million 
(12%) in administration, operation and maintenance and an increase of $2.2 millior 
(31%) in construction or acquisition of buildings, works, land and equipment. | 


31. National Revenue. Of the $9.2 million (8.7%) increase in expenditure, $6.4 
million (12.2%) was in the Taxation Division and $2.8 million (5.2%) in the Customs 
and Excise Division. The increases were due to higher administration costs. | 


| 


32. Post Office. Expenditure increased by $33 million (12%) due largely to increasec: 
salaries of $22 million (12%) and increased costs of transporting mail by land and ai, 
of $8 million (10%). | 


33. Public Works. There was a net increase of $14 million (4.8%) in expenditure: 
The largest item was an increase of $25 million (23%) in accommodation services 0) 
which $9.2 million (12%) applied to maintenance and operation of public buildings anc 
grounds and $15 million (48%) to construction, acquisition and major repairs anc’ 
improvements of buildings. Expenditure in connection with harbours and rivers con 
struction increased by $6.2 million (21%) and road and bridge construction costs 
increased by $2.4 million (31%). General administration expenses increased by $4.6 
million (25%). Offsetting these increases were reductions of $14.8 million (18%) ir 
connection with Trans-Canada Highway construction, and $9.7 million (30%) for the 
National Capital Commission. | 
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| 34. Secretary of State. Expenditure increased by $56 million (42%) due mainly 
to increased grants of $21 million (24%) to provinces for post-secondary education, a 
$17 million grant to the Canada Council for the purposes of the arts, humanities and 
social sciences, for which there was no comparable expenditure in 1966-67, increases of 
$13 million (205%) for construction of the Nationa] Arts Centre, $1 million (45%) in 
expenditure of the National Museum, and $1 million (3.2%) for the Centennial 
Commission. 


35. Solicitor General. Expenditure increased by $9.2 million (6.4%) due mainly to 
an increase of $5.3 million (8.9%) in the costs of correctional services comprising 
$2.9 million (14%) for the costs of construction and improvements of penitentiaries and 
$2.4 million (6.2%) for operating costs. A further $3.6 million (4.3%) of the increase 
related to the Royal Canadian Mounted Police and was more than accounted for by 
increases of $11 million (13%) in operating costs, $4 million (68%) in construction 
costs of buildings, and $2 million (62%) in the amortization of the actuarial deficiency 
in the Royal Canadian Mounted Police Superannuation Account. These increases were 
offset by an increase of $13 million (73%) in costs recovered under policing agreements, 
etc., which were credited against operating costs. 


36. Trade and Commerce. Expenditure increased by $7.9 million (11%). This was 
due mainly to payments of $2.6 million to the Canadian Wheat Board with respect to 
wheat sales which had no counterpart in 1966-67, and increases of $1.6 million (5%) 
in carrying costs of temporary wheat reserves of the Canadian Wheat Board, $1.4 million 
(20%) for departmental administration costs, $1.2 million (13%) for administration, 
operation and maintenance of the Trade Commissioner Service, and $1.2 million (27%) 
for the Exhibitions Branch. Offsetting these increases was a reduction of $1.4 million 
(17%) in Canadian Government Participation in the 1967 World Exhibition. 


37. Transport. The expenditure of $607 million represented an increase of $39 mil- 
lion (6.8%) over the preceding year. This was largely accounted for by increases of: 
$22 million (25%) in payments to the railways, of which $11 million (46%) was for 
‘elmbursement of the Canadian National Railways deficit, $6.4 million (compared with 
3200,000 in the previous year) in payments to the Railway Employees Pension Fund, 
3.5 million (27%) for the Newfoundland ferry and terminals deficit, $3 million (230%) 
or railway construction subsidies, offset by a decrease of $2.8 million (10%) for the 
onstruction of coastal ferries, docks and terminals; $10 million (6.1%) in air services, 
f which $15 million (13%) was in respect of administration, operation and maintenance 
f the various facilities, offset by a decrease of $6.1 million (12%) in respect of con- 
truction or acquisition of buildings, works, land and equipment; $6.8 million (4.5%) 
n respect of the Canadian Transport Commission, accounted for largely by an increase 
f $5.3 million (4.3%) in payments under the National Transportation Act, 1966-67, c.69; 
2.4 million (6.1%) in expenditure of the Atlantic Development Board, which included 
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an increase of $11 million under the trunk highway program, and a $2 million paymen 
to the Province of Nova Scotia in respect of the Dominion Steel and Coal Corporatio: 
Limited, offset by an $11 million (387%) decrease in disbursements from the Atlanti 
Development Fund; and $1.5 million (1.57%) in marine services, accounted for by a: 
inerease of $4.5 million (8.9%) in administration, operation and maintenance, offset b 
a reduction of $3 million (6.1%) in costs of construction or acquisition of building: 
works, land, vessels and equipment. Offsetting these increases were reductions of 
$1.8 million (18%) in reimbursement of the Welland Canal deficit; and $2.3 millio 
(32%) in expenditure of the National Harbours Board, of which $1.1 million was du 
to outlays in 1966-67 relating to the Canadian Universal and International Exhibitior 
Montreal, 1967, having no counterpart in 1967-68, and $1 million (66%) to a reductio 
in the deficit of the Jacques Cartier Bridge, Montreal. 


38. Treasury Board. There was an increase of $5.2 million (3.4%) due largely to a 
increase of $4.3 million (7.6%) in the amortization of deferred charges pertaining t 
special contributions to the Public Service Superannuation Account and $1.9 millo 
(8.2%) in departmental administration costs. Offsetting these increases was a reductio 
of $2 million (14%) in the Government’s share of surgical-medical service insuranc 


premiums. | 


39. Unemployment Insurance Commission. The expenditure of $107 million we 
$1 million (1%) higher than in the preceding year due to an increase in the Governmelll 


statutory contribution to the Unemployment Insurance Fund. | 


40. Veterans Affairs. The expenditure of $401 million was $10 million (2.6%) highe 
than in the preceding year. The significant increases were $9.7 million (4.9%) in pensior 
for disability and death and $2.7 million (92%) in hospital construction, improvemer 
and equipment. These were offset by a reduction of $4.7 million (4.2%) in costs of we 
veterans allowances and assistance. | 

41. Other departments. The expenditure of $152 million represented an increas 
of $3.7 million (2.5%) over the preceding year. This was mainly accounted for b 
increases of $4.6 million (58%) in expenditure by the Privy Council, $3.2 million (26% 
by the Department of Justice, $3 million (15%) by the Central Mortgage and Housin 
Corporation, $2.5 million (23%) by the Public Service Commission, $2 million (37% 
by the Department of Consumer and Corporate Affairs, $1.3 million (16%) by th 
National Film Board, and $1 million each by the National Gallery, the Public Servic 
Staff Relations Board, and the Public Archives and National Library. These increast 
were offset by decreases of $14 million (56%) in the expenditure by the Department « 
Labour and $4.2 million (16%) by the Dominion Bureau of Statistics due to the absent 
of expense in 1967-68 for the decennial census or the quinquennial census. 


1967-68 and the cumulative expenditure of t 
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42. Royal Commissions under Part I 0 


f the Inquiries Act. Expenditure during 


he existing Royal Commissions from the 


respective dates of establishment to March 31, 1968 were: 
Number of 
Date of employees at Expenditure Cumulative 
establishment March 31,1968 during year _— expenditure 
Royal Commission on: 

Health Services...........22...... June 20, 1961 $ 16,000 $ 1,483,000 
PeOR ea, xe) eolee. oy sli + Sept. 25, 1962 117,000 3,537,000 
EO a ee Nov. 1, 1962 10 140,000 948 , 000 
Bilingualism and Biculturalism.... July 19, 1963 58 1,050,000 6,967,000 
Farm Machinery.................. May 26, 1966 2 473,000 553 , 000 
Security Procedures................ Nov. 16, 1966 14 269 , 000 299 , 000 
The Status of Women.............. Feb. 16, 1967 9 519,000 528 ,000 

The administration of justice in the 

Hay River area of the Northwest 
ee a July 4, 1967 16,000 16,000 
123 $ 2,600,000 $ 14,331,000 

Revenue 


43. The Summary of Revenue by Main Classifications and Departments for the 
fiscal year ended March 31, 1968, prepared by the Department of Finance for inclusion 
in the Public Accounts and certified by the Auditor General, is reproduced as Exhibit 4 
to this Report. The Summary shows tax revenues accounting for $8,016 million of the 


total revenue of $9,077 million. 


) 


44. The following table summarizes the revenue, by principal sources, for the past 


three years: 


Tax revenues— 


1967-68 1966-67 


$ 2,849,574,000 
1,670,589, 000 


$ 2,473,820,000 
1,593 , 225,000 


Income tax on dividends, interest, etc., 


Bemee ROPOAG.3t05s.\J0. J... .. 
a ee ee 1) ee 
Excise taxes (other than sales tax) 
Customs duties.................. 
pemese Cuties. PA. . 
Cebe Rare! oo preurereeiis .. 


220 , 472,000 203,621,000 
1,601,093 ,000 1,513, 566,000 
337,048,000 315,581,000 
746 , 437,000 777,586,000 
488,554,000 460 , 980 ,000 
102,192,000 101,106,000 
303 , 000 170,000 


8,016, 262,000 7,489 , 655,000 


612,275,000 519, 140,000 
281, 646 , 000 253 , 343 , 000 
166 , 406 ,000 146,041,000 
1,060,327 ,000 918,524,000 


$ 9,076,589 ,000 $ 8,358,179,000 


1965-66 


$ 2,142,456,000 
1,606, 620,000 


170,019,000 


1,395, 129,000 


296,178,000 
685,519,000 
445,886,000 
108, 352,000 

161,000 


6,850,320 ,000 


438,254,000 
237 , 482,000 
152,264,000 
828 , 000 , 000 


$ 7,678,320,000 


Note: In 1967-68, for the first time, costs recovered by the Royal Canadian Mounted Police were cred- 
ited to the administrative vote of the Force under authority of Appropriation Act N 0. 3, 1967, 
1966-67, c. 86, instead of being recorded as non-tax revenue. For purposes of comparison, the 
non-tax revenue figures for the two previous years have been adjusted accordingly. 
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45. The increase of $376 million in personal income tax was due principally to 
higher levels of personal income and the surtax of 3% imposed during the year. The 
inerease of $77 million in corporation income tax is attributable mainly to the termination 
of accelerated depreciation programs at the end of 1966 and in early 1967 and to the 
reduction of the capital cost allowance rates applicable to certain classes of property 
acquired between March 29, 1966 and April 1, 1967. Sales tax revenue increased by 
$88 million due mainly to the increase in the rate from 8% to 9% effective January 1, 
1967. The $21 million increase in excise taxes (other than sales tax) was due in part 
to increases effective December 1, 1967 in excise taxes on cigarettes, manufactured 
tobacco, cigars and wines. The increase of $28 million in excise duties was due to higher 
consumption of beer and spirits and increased rates of duty effective December 1, 1967. 


46. The amounts shown for income taxes and sales tax do not include collections 
of taxes levied under the Old Age Security Act, R.S., c. 200. These collections, which 
amounted to $1,495 million in the year, as compared with $1,286 million in 1966-67, 
were credited to the Old Age Security Fund. The increase of $209 million was due to 
higher levels of personal income in 1967-68 and to the fact that the maximum amount 
payable by an individual on account of the 4% tax on personal income under the Old 
Age Security Act was raised from $120 to $240 per year effective January 1, 1967. 
A summary of transactions relating to this Fund is given in paragraph 229 of this Report. 


47. Excise taxes. The following is a summary of excise taxes, other than sales tax, 
collected during the year ended March 31, 1968, with comparable amounts for the two 
previous years: | 


1967-68 1966-67 1965-66 

CUBR EOLGOR i. ceils sus ad ste ee ee ee $ 241,441,000 $ 231,550,000 $ 217,876,000 
Manufactured tobated: j aemeniuaecs.- os oe 21,169,000 16,324,000 16,393 , 000 
Toilet articles and preparations.............. 17, 934,000 15,476,000 14,114,000 

Phonographs, radios and tubes....... SI Perkin Iie le O00 14,579,000 14,729,000 
Television-seets and tubes.(...2..4..5.% .... 72 15, 266,000 16,608,000 12,232,000 
Jewellery, clocks, watches, chinaware, etc...... 10,155,000 8,874,000 7,935,000 
WRUNG ari ies 008 Dipryieds theeeaide 4 Seen nee aie 5,327,000 4,751,000 4,402,000 
CCRT IR: ..:1.2.:...) Se eee ee 4,076,000 3,561,000 3,811,000 | 
punditry: fae 2 fe ee a 4,927,000 4,343,000 5,034,000 
Refunds and drawbacks...................-. — 562,000 — 485 , 000 — 348,000 


$ 337,048,000 


$ 315,581,000 


$ 296,178,000 


48. Hxcse duties. A listing of excise duties collected during the year endec 
March 31, 1968, in comparison with corresponding amounts for the two previous years’ 


is given in the following table: 


1967-68 1966-67 1965-66 | 
Cigarettes.............. 6... esse esse sees ee 187,242,000  $ 188,818,000  $ 179,054,000 
POU cer ce 180,401,000 158, 157,000 156, 942,000 
Bete ae. oA oh ee eae 120, 239,000 113, 254,000 107,917,000 | 
Ree ee ee ee ee 7,370,000 7,647,000 8,047,000 
Refunds and drawbacks.................-005. — 6,698,000 — 6,896,000 — 6,074,000 


$ 488,554,000 


$ 460,980,000 


$ 445,886,000 


SUMMARY OF EXPENDITURE AND REVENUE 


19 


49. Return on investments. The following is a listing of the revenue from the 


various loans and investments in 1967-68, alon 
_ previous years: 


g with the comparable figures for the two 


1967-68 1966-67 1965-66 

ce eg ET Ee ti Sn ae $ 177,024,000 $ 150,585,000 $ 143,106,000 
Central Mortgage and Housing Corporation... 163,328,000 129 ,673 ,000 107,843,000 
Exchange Fund Account..................... 55,189,000 60,638,000 62 , 833 ,000 
Farm Credit Corporation..................... 34,611,000 29,141,000 21,012,000 
Loans to national governments................ 25,097 , 000 25,693,000 6,451,000 
Deposits with chartered banks................ 23,351,000 24,209,000 21,703,000 
Canadian National Railways................. 22,478,000 16,446,000 11,991,000 
Securities Investment Account................ 17,022,000 3,649,000 1,330,000 
Veterans’ Land Act loans........02........... 12,989,000 10,589 ,000 9,075,000 
Municipal Development and Loan Act......... 12,716,000 5,933,000 670,000 
The St. Lawrence Seaway poarthority 7s... | 10,849,000 13,754,000 9,400,000 
Canadian Corporation for the 1967 World Exhi- 

Oe et ead 9,929,000 3,552,000 194,000 
Export Credits Insurance orporation. 9" 9,473,000 7,755,000 6,782,000 
Special United States of America securities— 

Rolumbia River Treaty... csi sce -osceecs. 6,598,000 7,930,000 9,212,000 
Northern Canada Power Commission.......... 3,834,000 3,142,000 2,238,000 
National Capital Commission................. 3,793,000 3,781,000 3,254,000 
Canadian Broadcasting Corporation........... 3,760,000 2,203,000 1,009,000 
Polymer Corporation Limited................. 2,600,000 4,500,000 4,500,000 
Canadian Overseas Telecommunication Corpora- 

a a 2,495,000 2,555,000 2,686,000 
International Bank for Reconstruction and 

Sere oomont. CF nth aes ool becca ye! | 2,019,000 424,000 a 
National Harbours Board..................... 1,410,000 1,677,000 4,097,000 
Other loans and investments.................. 11,710,000 11,311,000 8,868,000 


$ 612,275,000 $ 519,140,000 $ 438,254,000 


The amounts shown for revenue from investment in the Bank of Canada represent 
annual profits earned by the Bank and paid to the Receiver General as required by 
section 28 of the Bank of Canada Act, B£.S., c.18. 

Revenue from Central Mortgage and Housing Corporation for 1967-68 comprised 
$156,707,000 ($127,008,000 in 1966-67) interest on advances under section 22 of 
the Central Mortgage and Housing Corporation Act, R.S., ¢.46, and $6,621,000 ($2,665,000 
in 1966-67) profit for the year ended December 31, 1967 which was transferred to the 
Receiver General as required by section 30 of the Act. 

The amount shown for revenue from the Exchange Fund Account includes earnings 
of $52,300,000 on investments of the Account paid into the Consolidated Revenue Fund 
in accordance with the requirement of section 24 of the Currency, Mint and Exchange 
Fund Act, R.S., c.315. The remainder, $2,889,000, represents the profit of $2,336,000 
for the calendar year 1967 and an adjustment of $553,000 in last year’s transfer of 
profits, for the calendar years 1964 and 1965, from trading operations in foreign exchange, 
z0old and securities and from the net valuation adjustments on unmatched purchases or 
sales during each year, paid over to the Consolidated Revenue Fund under authority 
f Department of Finance Vote 23a, Appropriation Act No. 9, 1966, 1966-67, c.56. 
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Revenue from loans to national governments, $25,097,000, includes $19,525,000 
for current interest paid by the United Kingdom. In 1965-66 the interest was deferred 
in accordance with the 1957 amendment (1957, c.37) to The United Kingdom Financial 
Agreement Act, 1946, 1946, ¢.12. 

Interest at the weekly average accepted treasury bill tender rate for the three 
months treasury bills, less 10%, is earned on deposits with chartered banks in excess 
of an aggregate of $100 million. The interest is calculated weekly on the lowest daily 
balance within the week. 

Although the portion of Government of Canada securities in the Securities Invest- 
ment Account on which interest is earned decreased by $157 million, from $160 million 
at the beginning of the year to $3 million at March 31, 1968, revenue of $17 million 
increased by $18 million over the previous year. This increase was due to heavy trading 
in securities during the year. Approximately $10.2 million of the revenue was earned 
through interest and $6.8 million represented profits on cancellation of securities with a 
face value of $500 million. 

The increase to $12,716,000 in revenue under the Municipal Development and 
Loan Act, 1963, c.13, results mainly from the receipt of interest on debentures held for 
the full year. | 

Revenue from The St. Lawrence Seaway Authority includes $10,843,000 received on 
account of interest deferred in 1964 and $6,000 received on account of current interest, 

Revenue of $9,929,000 from the Canadian Corporation for the 1967 World Exhibition 
represents interest received on notes issued by the Corporation under section 12 of the 
Canadian Corporation for the 1967 World Exhibition Act, 1962-63, c.12. | 

Revenue of $6,598,000 from special United States of America securities represents 
interest for the year ended November 1, 1967 at 44% on holdings of $154.9 million’ 

The increase of $1,557,000 from the Canadian Broadcasting Corporation was due 
to increased interest-bearing loans to the Corporation during the year to finance 
capital requirements. | 

Dividends on capital stock of Polymer Corporation Limited amounted to $2,600,000’ 
a decrease of $1,900,000 from 1966-67. | 


50. Net postal revenue. The following table shows the gross postal revenue, disburse’ 
ments therefrom, and the resulting net postal revenue for the past three years: | 


1967-68 1966-67 1965-66 
Grose postal revenue. co friks alt fa ae. $ 327,104,000 $ 295,443,000 $ 275,994,000 
Disbursements— 
Remuneration of postmasters and staffs at cer- 
tain classes of smaller post offices.......... 39,484,000 36,655,000 33,593,000 
SIME rel pi Tin < ¥ sis,c's vat pion eRe 5,974,000 5,445,000 4,919,000 


45 , 458 ,000 42,100,000 38,512,000 


Not postal rewenus. sc.n «sas « sv euckeclese! $ 281,646,000 $ 253,343 , 000 $ 237,482,000 
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he amounts shown for “Other” disbursements mainly comprise charges on parcels mailed 
in Canada for delivery in foreign countries and transit charges on Canadian mail for- 
warded through foreign countries, together with compensation paid to messengers for 


special delivery of letters and parcels. 


i 51. Other non-tax revenues. An analysis of the amounts shown for “Other non-tax 
revenues” for the past three years follows: 


1967-68 1966-67 1965-66 
Bervices and service fees... ......0.6.0-.-0... $ 58,914,000 $ 48,813,000 $ 46,781,000 
Bememee TPOTH WEIGH. «ve Se ks. cis specs ence... 18,531,000 20 , 954,000 22,467,000 
Privileges, licences and permits................ 41,610,000 38, 754,000 38,301,000 
Refunds of previous years’ expenditure......... 21,656,000 17,197,000 18,919,000 
BU MOTE AIUD CONNIE nS) vee » nc occeintalm cance: 10,672,000 5,430,000 11,217,000 
Sephora eee hy ateteteayre eaten alee 15,023,000 14,893,000 14,579,000 


ee einige 


$ 166,406,000 $ 146,041,000 $ 152,264,000 


Note: In 1967-68, for the first time, costs recovered by the Royal Canadian Mounted Police were 
credited to the administrative vote of the Force under authority of Appropriation Act No. 3, 
1967, 1966-67, c. 86, instead of being recorded as non-tax revenue. For purposes of comparison, 
the non-tax revenue figures for the two previous years have been adjusted accordingly. 
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Comments on Expenditure and Revenue Transactions 


52. Reference has already been made to the statutory responsibility of the Audito 
General, under section 70 of the Financial Administration Act, to call attention to specifi 
classes of transactions observed during his examinations and to any other case that h 
considers should be brought to the notice of the House of Commons. 

Pursuant to this direction, the following matters relating to the expenditure an 
revenue transactions examined during the year are brought to the attention of the Hous 
in this Report. Several matters of a similar nature relative to Crown corporations ar 
also included. A number involve non-productive payments, the details of which are give 
at the request of the Public Accounts Committee. Some of these relate to prior year; 
transactions although payments were made in 1967-68. 


53. Revised vote pattern. In its Third Report 1963 the Public Accounts Committe 
recommended: 


Adoption of the revised vote pattern proposed by the Treasury Board for introductid 
into the Main Estimates 1964-65 subject to certain improvements suggested by the Audite 
General to the Committee. 


The vote pattern actually adopted for the 1964-65 Main Estimates differed in certai 
instances from the pattern which had been considered by the Public Accounts Committe: 
Details of the more important variations have been given in our 1965 and subsequer 
Reports (paragraph 54 in 1967) together with examples of transfers of funds betwee 
services which would not have been possible under the previous vote pattern. Thee 
variations were continued in 1967-68. | 

Additional variations in the 1967-68 vote pattern were of minor significance ir 
volving for the most part amalgamation of votes for administration resulting fror 
reorganization of the functions of certain departments. | 

Paragraphs on this subject in our 1965 and subsequent Reports have not yet bee 
considered by the Public Accounts Committee. | 


54. Contingencies vote. In paragraph 55 of our 1967 Report we mentioned tha 
up to and including the 1963-64 fiscal year, the Department of Finance annually ha 
a vote for the supplementing of salaries, wages and other paylist charges of governmel 
departments and a vote for miscellaneous minor or unforeseen expenses, and that thes 
had been amalgamated in one vote since 1964-65. We also referred to the text of th 
annual vote and to the text changes in the Main Estimates for 1966-67 and for 1967-6 

In 1967-68 the vote appears under the departmental heading of the Treasury Boar 
as Vote 5 reading as follows: | 

Contingencies—Subject to the approval of the Treasury Board, to supplement oth’ 
votes for paylist and other requirements and to provide for miscellaneous minor and unfor 

Seen expenses not otherwise provided for including awards under the Public Servan, 

Inventions Act, and authority to re-use any sums allotted for non-paylist requirements at 

repaid to this appropriation from other appropriations. 
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One of the principal reasons why other 


establishment faster than anticipated. By having such a vote available the 
Board is able to instruct departments to provide in their estimates only f 
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votes need supplementing is unexpected salary 
requirements resulting from general salary increases or the filling of vacancies in the 


requirements and not to include any cushion against unexpected obligations. 


Under normal conditions the amount required is not large, but in the past 


years the annual provision has been substantial due mainly to the large-scale s 
increases throughout the government service. The following summary shows the a1 


Treasury 
or known 


four 
alary 
nual 


| provision, the extent to which it has been used by transfers to other votes and the unused 


balance at the year-end: 


MSRM aracet twee te 
ine RR a 
SeRPR Eade). Jo ue). || 
| i BR ae eae | an 


Provided 


$ 46,000,000 $ 
71,000,000 
110,000 ,000 
45,000,000 


Transferred to other votes 


Paylists Miscellaneous 
35,603,000 $ 2,198,000 
64,865,000 1,796,000 
106 , 227 ,000 572,000 
22,830,000 11,000,000 


Unused 


balance 


8,199,000 
4,339,000 
3,201,000 
11,170,000 


Members of the Public Accounts Committee have indicated concern that such large 
sums are placed in the hands of the Executive for the supplementing of the appropria- 
tions of the various departments and after considering the matter at its meeting on 
November 23, 1966 the Committee included the following in its Thirteenth Report 
1966-67, presented to the House on March 1, 1967 (see Appendix 1, item 50): 


that there be no change in the Treasury Board’s procedure whereby it is the agency which 
determines the Government’s overall cash requirements in stated areas, e.g., salary increases. 
However, once this determination is completed and the individual departmental needs 
established, the Committee believes that the additional amount required by each depart- 
ment should be made the subject of a supplementary estimate prepared by the department 
concerned for submission to Parliament for its consideration and appropriation in the 


usual manner. 


The miscellaneous transfers are the net amounts transferred to other votes after 
aking into account any recoveries that may have been made. These recoveries are made 
rom supplementary appropriations which include the items for which the original trans- 
ers were requested, so that they come before Parliament for its consideration in the 


isual manner. 


The miscellaneous transfer of $11 million in 1967-68 was made to supplement Man- 
ower and Immigration Vote 10 in order to provide additional funds for the payment 
f claims from provinces for the phase-out of assistance under the former Technical 
nd Vocational Training Agreements for which supplementary estimates were inadequate. 
‘his transfer was authorized by the Treasury Board on April 25, 1968, after Parliament 
vas dissolved on April 23 following adjournment on March 27. 
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55. Grants paid prior to parliamentary approval. It is generally accepted that the 
prior sanction of Parliament 1s a requisite for the making of a grant-in-aid payment 
Notwithstanding this, the Treasury Board on eight occasions during the year authorized 
without the prior approval of Parliament, the payment of a grant from Treasury Boarc 
Vote 5, Contingencies. These grants were later included in Supplementary Estimates (C) 
which were covered by Appropriation Act No. 1, 1968, 1967-68, c. 34, assented to or 
March 27, 1968. 

The following is a list of the grants which received ex post facto approval o 


Parliament: 
Date of payment Beneficiary and appropriation charged Amount 
dulys1 7, 1967) nme Grant for the Toronto International Sculpture Symposium 
(Secretary of State Vote [¢)}.c.cii. co. sone ean ae $ 40,000 
August 29, 1967....... Grant for the Cultural Centre of Old Montreal (Secretary of 
State Vote 1c) (see paragraph 188 of this Report).......... 100,000 
September 20, 1967.... Special payment to Paul Piroson, Superintendent of Vimy Park | 
(retired), in recognition of exceptional services (Veterans | 
Affaird Vote Ly, .42e cee ee Te te tesiald of Mee, eee > ae tanare, 5,000 | 
October 10, 1967...... Contribution to assist in defraying the expenses of the Crows’ | 
Nest Industries team representing Canada at the World 
Series of Safety mine rescue competition at Louisville, Ken- 
tucky (Energy, Mines and Resources Vote 1c)............. 2,000 
November 10, 1967.... Grant to the Association Internationale des Etudiants en Scien- | 
ces Economiques et Commerciales (Trade and Commerce | 
Votes ds. cols ake baat tee. Sen eee tei a eee 5,000 | 
December 15, 1967.... Grant to the Association Canadienne des Educateurs de Langue | 
Francaise (ACELF) (Secretary of State Vote 1c)........... 20,000 | 
December 21, 1967.... Grant to Canadian Welfare Council (National Health and Wel- | 
face VOTO AO | oo ease cals oi eae ear ae 20,200 | 
February 15, 1968..... Grant for the Toronto International Sculpture Symposium 
(Secretaryioi State Vote. 1c). ise s..t. 2 eee eee 30,000 


In the course of its consideration of Supplementary Estimates (C), the House 0 
Commons was not informed that these grants had already been paid. | 

56. Supplementing parliamentary appropriations. In our 1966 Report and again it 
our 1967 Report (paragraph 56), we drew attention to the weakening of parliamentary 
control over expenditure when appropriations containing provisions for the spending 0 
revenue received during the year may be supplemented, without parliamentary authority 
when the revenue received is in excess of the revenue estimated. We cited the appropria- 
tion of the Department of Veterans Affairs for Treatment Services—Operation 0 
Hospitals and Administration, and the appropriations of the Department of Nationa. 
Defence. In both these cases the revenue for the year had exceeded the revenue estimatec 
in calculating the amount that Parliament was asked to appropriate and we recom 
mended that the use of revenue be limited to the amount of estimated revenue a 
recorded in the Details of Services in the Estimates. | 


! 


No change was made in 1967-68 and the vote wording for the corresponding item 
in the Revised Estimates for 1968-69 indicates that no change is contemplated in 1968-69 


; 


| 
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_ Another example was noted during 1967-68 when Vote 15 of the Department of 
the Solicitor General for the first time provided authority for the Royal Canadian 
Mounted Police to spend revenue received during the year. In this case, the estimate 
of the revenue that would be received was $27,322,000 whereas the revenue actually 
received was $31,213,000 of which $30,260,000 was spent, thus supplementing the appro- 
priation to the extent of $2,938,000. 


We reiterate our view that to restore parliamentary control over expenditure in 
hese cases, three figures—estimated gross expenditure, estimated revenue and net amount 
uppropriated—should appear in the appropriation itself and the amount of revenue used 
0 supplement the net amount appropriated should be limited to the estimated revenue 
shown in the appropriation. 


37. Unpaid accounts carried forward to new fiscal year. A statement of amounts 
roperly chargeable to 1967-68 which were not paid in that year appears on pages 45.6 
0 45.10 of Volume II of the Public Accounts. The statement reveals that 37 depart- 
nents and agencies had such accounts, the same number as in the previous year. The 
mounts shown in the statement are divided into six categories, the totals of which 


ompare with the previous year’s totals as follows: 
March 31 


1968 1967 


—_—_—— _ 


In treasury offices at April 30, 1968— 
eran ee a it es hn oc tas cn $ 15,372,000 $ 12,262,000 
er eee wee eee ee ae ee TN. 3,847,000 4,689,000 
19,219,000 16,951,000 
In departments and agencies at April 30, 1968— 
Osho Tate bh [iad aenelatall li Mikel apenas hii astel? oAblertiah acetate 10, 220,000 3,651,000 
ere arom areca egy. Yer. beret hoe) hy is. Sees cee ddan 2,342,000 6,535,000 
12,662,000 10,186,000 
Received by departments and agencies after April 30, 1968— 
FO OSE UT I ee de a 4,772,000 1,521,000 
te 9,575,000 1,431,000 
14,347,000 2,952,000 


$ 46,128,000 $ 30,089,000 


The reasons for non-payment of these accounts may be summarized, with the com- 
arable amounts for the previous year including $1,595,000 which was not reported in 


ie Public Accounts, as follows: 
March 31 


1968 1967 

$ 3,847,000 $ 4,689,000 
11,917,000 9,048,000 
15,372,000 12,262,000 


Failure to pay although funds were available................0--000- 
Pailure to get accounts in on time..............00. 20. cece eee ee ees 
Failure to seek supplementary appropriations...............-..+++++ 
Failure to get accounts in on time and to seek supplementary appropri- 


RS Pe eee eee ees Pe das Sbees elu c st eotes 14,992,000 5, 685,000 


$ 46,128,000 $ 31,684,000 
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No explanation is given in the statement for the non-payment in the year of 
accounts totalling $3,847,000 which were in the treasury offices before the last day for 
payment and for which funds were available. 

It will be noted that the unpaid accounts increased by $14,444,000 over those at the 
end of the previous year. Therefore the expenditure properly chargeable in 1967-68 was 
actually $14,444,000 higher than was recorded. However, the 1967-68 appropriations 
were intended to cover amounts coming in course of payment during the year and 
technically 24 of them were overspent by $30,364,000. | 

Another charge applicable to the year but which has been carried forward as part 
of the current assets item “Departmental working capital advances” is an amount of 
$1,476,000 which, together with a customer’s deposit liability item of $74,000, makes up 
the $1,402,000 balance of the “Agricultural Commodities Stabilization Account” (see 
paragraph 247 of this Report). This is the amount by which the provision in Department 
of Agriculture Vote 17 fell short of meeting the loss of $141,219,000, exclusive of the 
estimated value of major services provided without charge by government departments, 
experienced by the Agricultural Stabilization Board during the year (see also para- 
graph 296). | 

Section 30(1) of the nee Administration Act directs that: | 

No contract providing for the payment of any money by Her Majesty shall be entered 
into or have any force or effect unless the Comptroller certifies that there is a sufficient 
unencumbered balance available out of an appropriation or out of an item included in 
estimates before the House of Commons to discharge any commitments under such contract 
that would, under the provisions thereof, come in course of payment during the fiscal year 
in which the contract was entered into. 

and subsection 3 of the same section requires that: | 
The Comptroller shall establish and maintain a record of all commitments chargeable 
to each appropriation. 


These sections impose on the Comptroller of the Treasury the responsibility for’ 
operating commitment control records for each parliamentary appropriation in such a 
way that he is in a position at any time to state the balance remaining in an appropria~ 
tion that is available for further commitment. 

However, Parliament has modified this requirement in the case of certain depart- 
ments whose annual appropriations include authority to enter into commitments that 
will come in course of payment only in future years. Such commitments would include 
contracts extending over long periods of time under which deliveries cannot always be 
precisely anticipated. If deliveries are made faster than expected, there may not be 
sufficient funds in the vote to enable payment to be made. 

Similarly, claims under assistance or other programs to which the Government and! 
Parhament are committed may exceed the amounts estimated and provided for in the’ 
year’s appropriation. The necessary funds for such programs are often provided for by 
statute with no dollar limitations. When this is the case, accounts may be paid as. 
received. However, when funds are provided by annual appropriation and the amount! 
required has been underestimated, there is no alternative but to withhold payment until | 
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a further appropriation of Parliament is available. This further appropriation is usually 
the corresponding appropriation in the new year and thus that appropriation is first 
charged with amounts it had not been intended to provide. This often results in the 
appropriation being insufficient to take care of all of the accounts coming in course of 
payment for which it had originally been provided. 

The present procedures whereby no appropriation is ever reported as having been 
overexpended, through the technique of withholding payments of amounts owing by 
the Crown until a further appropriation becomes available, are misleading and should 
be reviewed. Consideration should also be given to the procedures followed in presenting 
supplementary estimates to Parliament. The final supplementary estimates for 1967-68 
were assented to on March 27, 1968, Appropriation Act No. 1, 1968, 1967-68, c. 84. A 
study might usefully be made of the reasons why much of the $46 million of unpaid 
accounts at March 31, 1968 was not provided for in this supplementary appropriation. 


58. Departmental operating accounts. In our 1967 Report (paragraph 57) we 
eferred to the Management Improvement Policy circular on “Working Capital 
Advances” issued by the Treasury Board in April 1966 which encourages a broader use 
f revolving funds, or working capital advances, than that contemplated by existing 
egislation. For instance, section 11 of the circular states, in part, that “when requesting 
he establishment of, or an amendment to, a working capital advance, it may be desirable, 
onsidering the nature of the advance and in the interests of flexibility of operations, 
or departments to request authorization in respect to that advance, that (a) surpluses 
r portions thereof, be carried over to subsequent years;...and (d) capital equipment, 
sed in an operation controlled by an advance, be financed from the resources of the 
dvance so that the cost of the equipment is recovered over its useful life through charges 
1ade for services rendered or goods supplied”. 

We pointed out that the acquisition of capital assets through an operating account 
ompletely removes the expenditure on such assets from parliamentary control. Examples 
{ this, the Queen’s Printer’s Advance Account operated by the Canadian Government 
rinting Bureau, the National Film Board Operating Account and the working capital 
scount of the Central Data Processing Service Bureau, are referred to in paragraph 245 
f this Report. The organizations operating these Accounts are established to service all 
vernment departments and agencies which, in a sense, are captive customers, having 
ttle choice but to do business with them and having little or no control over the prices 
1arged by them. 

As explained further in paragraph 245 of this Report, these organizations are not 
spendent on appropriations of Parliament for the acquisition of capital equipment 
id are limited only by the dollar ceiling placed on the operating account by the govern- 
g legislation. 

The objective of recovering the cost of equipment over its useful life through charges 
r services rendered or goods supplied is a most desirable one. However, to achieve this 
y financing the cost of the equipment from operating accounts is, in our opinion, unde- 
‘able from the important standpoint of parliamentary control. The objective could be 
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attained without affecting parliamentary control if adequate memoranda accounts were 
set up, proper financial statements were produced and the estimates prepared in such a 
way that departments being serviced continue to be provided with sufficient funds to 
pay the total costs of the services, with the servicing organizations being required to 


contribute to the budget of Canada the equivalent of normal depreciation on the capital 


assets employed. 


59, Subsidization of irrigation projects. The Prairie Farm Rehabilitation Adminis- 
tration operates or shares in the operation of several irrigation projects in western 
Canada. These operations are carried on under the Prairie Farm Rehabilitation Act, 
R.S., c. 214, with the costs being provided for by annual parliamentary appropriations, 
A description of three of these projects follows: | 


ROW RIVER IRRIGATION PROJECT. This project provides water for some 120,000 irrigable acres in 
southern Alberta. The project was originally privately-owned but was purchased by Canada 
in 1950 and has been operated since under the Prairie Farm Rehabilitation Act. 

Expenditure on this project to March 31, 1968 totalled $38.5 million of which $2.3 
million was for the purchase in 1950 of the assets of the Canada Land and Irrigation Com- 
pany, Limited, $23.3 million for development and construction of additional works and $12. § 
million for the rehabilitation of settlers moved to the project and for operation and mainte- 
nance. Revenue from all sources, including sales and rentals of land, amounted to $3.8 
million. 

An annual water rental charge is levied against the users of irrigation water at the 
following rates: to farmers and settlers in the Vauxhall and Hays districts containing 
90,000 irrigable acres, $1.50 per irrigable acre; to the Province of Alberta, which operates! 
an irrigation district containing 25,000 irrigable acres, 25 cents per acre foot of water 
delivered; to the Blackfoot Indian Reserve, which operates a district containing 5,000 acres, 
50 cents per acre for water delivered to distribution points; and to water users outside the 
bounds of the project, $2.50 per irrigable acre. 

The operating and maintenance costs, and the income from water rental charges, fo: 
each of the past five years were: 


Costs of Water 
operation and rental 
maintenance charges 

: 
BOGS OG Fo et). CR ee at) teers: & $ 884,000 $ 112,000 
PO osc. An ion ley eaves Shingle etd eee ae ee 909 , 000 137,000 
LOGR OG e! a Shes aged Sa ek Es ee ee 987 , 000 116,000 ) 
1OGE-6F 8 ee ee eG. ae 1,123,000 148,000 
BONS EN ao is os doo San he ane i en ee ee ee 1,106,000 155,000 | 
$ 5,009,000 $ 668,000 


Tm — 
SSS SSE 


The disparity between revenues and costs will continue, particularly in the Vauxhall and 
Hays districts where Canada committed itself, under the terms of the purchase agreement 
with the Canada Land and Irrigation ebm Limited, to carry out the existing obligation: 
of the Company to farmers who had settled on the Company’s land and to provide watel 
for $1.50 per irrigable acre per year. This obligation was written into water agreements with 
each settler and extends to his heirs and assigns in perpetuity. Canada has entered int 
similar water agreements with farmers who have settled on the project subsequent to 1950. 
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The rate of 25 cents per acre foot of water delivered to the irrigation district administered 
by the Province of Alberta has remained constant since 1953 although the agreement between 
Canada and the Province provides that for each period of five years after 1958 the rate shall 
be the cost of delivery but not exceeding such rate as the parties may agree upon for the 
period. 

The water rental to the Blackfoot Indian Reserve was reduced by the Governor in 
Council from 75 cents to 50 cents per irrigable acre “for the years 1956 and 1957 on the un- 
derstanding that there will be a readjustment in the water rental for 1958 and onward”, The 
rate of 50 cents has remained unchanged since 1956. 


ST. MARY IRRIGATION PROJECT. This project was started in 1946 as a joint undertaking of 
Canada and the Province of Alberta. Canada constructed the main dams, reservoirs and con- 
necting canals at a cost of $27.4 million and sells the water to Alberta for distribution to 
some 300,000 acres. Costs to Canada for operation and maintenance have amounted to $4.2 
million and revenues from all sources to $1 million. 

Under the terms of a 1950 agreement Canada is to deliver water to Alberta “at cost 
provided such charge shall not exceed twenty-five cents per acre foot per year; and it is 
agreed that this clause shall be reviewed every five years’. 

There has been no change in the rate since water was first delivered in 1955. The follow- 
ing table provides a comparison of costs with revenue in the past five years: 


Costs of Revenue from 
operation and Province of 
maintenance Alberta 

Re RT le i kook ods ekcgh ccc ae $ 337,000 $ 113,000 
ee ete ee ek ES YSIS 344,000 88,000 
pee eros, Wott tae OV T iS sil, cc tien. 312,000 37,000 
Os a NE Sk ee oo epee gy 290,000 45,000 
ee ee ee ee! aS GE bd 277,000 73,000 


$ 1,560,000 $ 356,000 


IRRIGATION PROJECTS IN SOUTHWEST SASKATCHEWAN. These projects, covering some 25,000 
irrigable acres, are serviced by 25 water reservoirs. Some of the works were constructed during 
the Depression as relief measures and costs are not readily available. Since 1951, however, 
$4.7 million has been expended on improvements, operations and maintenance while revenues, 
including sales and rentals of land, have amounted to $1 million. 

Water rental charges to users vary from 25 cents to $3.00 an acre a year depending on 
the service provided. 

The water rate for the major portion of the irrigated land has been increased pro- 
gressively, from $1.50 in 1963 to $2.75 in 1967 and $3.00 in 1968. The following table shows 
the costs and revenues from water rental charges for the past five years: 


Costs of Water 
operation and rental 
maintenance charges 

Oe Se ey ee $ 232,000 $ 25,000 
RUE ee ce ec ac a cnu nea 243 , 000 24,000 
PeemcCre errr ree cy eee EE ER ht o. , 230 ,000 35,000 
EE | a ee 298 , 000 45,000 
| spp i arte aa Scan eli lm ale ee 355,000 43 ,000 


$ 1,358,000 $ 172,000 
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60. Inconclusive post-audit of subsidies paid. Payment of a subsidy subject to 
post-audit has obvious merit, provided that such an audit is practicable, results are 
followed up and appropriate action is taken. 

In February 1966 the Minister of Agriculture for the Province of Prince Edward 
Island requested that Canada share with the Province the cost of providing com- 
pensation to the growers of certain vegetable crops who had suffered losses because of 
drought in 1965. Canada agreed to reimburse the Province for 507% of payments to 
erowers based on 75% of actual costs or, where a crop had been harvested, the difference 
between the actual amount received for the crop and the average value of 75% of a 
normal crop. In April 1967 the Province’s claim for reimbursement, bearing the certifica- 
tion of the Provincial Auditor that the amount of $148,000 had been paid to growers 
by the Province, was paid, subject to post-audit, in the amount of $74,000 and charged 
to Department of Agriculture Vote 35, 1966-67. 

The report of the Provincial Auditor for the year ended March 31, 1967 noted 
that his certification on the claim merely stated that the amount of $148,000 had been 
paid by the Province because, due to the length of time that had passed, it was impos-: 
sible for him to verify actual production figures from examination of the farmers’ and. 
packers’ records. 

On October 31, 1967 the Audit Services Branch of the Comptroller of the Treasury 
reported that, while they were able to certify the amount of compensation paid to the 
erowers, they were unable to certify that the payments complied with the terms of the 
agreement for assistance. | 

The Department of Agriculture has since informed the provinces that growers of 
vegetable crops should be protected from losses by bringing these crops under the Crop 
Insurance Act, 1959, c. 42, and that special assistance programs would not be supported’ 
as they had been in the past. 


61. Change in procedure resulting in higher recorded expenditure. In previous years’ 
the Agricultural Stabilization Board carried out the Government’s program for stabilizing, 
the price of milk but during the year this function was taken over by the Canadian. 
Dairy Commission (see paragraph 296 of this Report) to which the Board paid $124,114- 
000 for the benefit of producers of manufacturing milk and cream delivered to processing. 
plants in the period April 1, 1967 to March 31, 1968. This amount formed part of the net. 
operating loss of the Agricultural Commodities Stabilization Account. The amount paid 
to the Commission exceeded by $24,948,000 the actual payments by the Commission to 
producers during the year. The excess was to cover the estimated milk price stabilization 
payments due to producers after April 1, 1968 in respect of deliveries made in February 
and March 1968 and an anticipated loss of $10,000,000 on the sale of stocks of dai 
products held by the Commission at March 31, 1968. 

The procedure differed from that followed by the Stabilization Board in previous 
years, when the Agricultural Commodities Stabilization Account was charged and later 
reimbursed only for actual disbursements to producers and actual losses on sales during. 
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the year. The Account had already been charged in 1967-68 with the milk price stabiliza- 
tion payments to producers in respect of deliveries made in February and March 1967 
and thus budgetary expenditure for the year was charged with payments with respect 
to deliveries over a 14-month period and with potential losses on inventories and as a 
consequence was $24,948,000 more than would ordinarily have been the case. 


62. Questionable expenditure by Atlantic Development Board. An exchange of 
correspondence in 1962 between the Prime Minister of Canada and the President of 
The Fathers of Confederation Memorial Citizens Foundation established the Federal 
-Government’s contribution towards the cost of the Confederation Centre in Charlotte- 
town, P.E.I., at the lesser of 50% of the actual cost or $2.8 million. The Centre was 
completed in 1964 and the maximum agreed contribution of $2.8 million was paid by 
the Centennial Commission. 

The final cost of the Centre was about $6.2 million and, although it had not 
previously been involved in this project, the Atlantic Development Board in October 
1966 agreed to recommend a contribution of up to $600,000 to defray the additional 
capital costs incurred in its construction. With Treasury Board approval, $277,000 was 
paid to the Foundation in 1967-68 and a further payment of $279,000 was made in 
May 1968. 

Section 9(d) of the Atlantic Development Board Act, 1962-63, c.10, authorizes 
the Board to 


enter into agreements with the government of any province comprised in the Atlantic region 
or the appropriate agency thereof, subject to approval thereof by the Governor in Council, or 
enter into agreements with any other person, providing for 


(i) the undertaking by the Board of any programs or projects that, in the opinion of the 
Board, will contribute to the growth and development of the economy of the Atlantic 
region and for which satisfactory financing arrangements are not otherwise available. 


The Atlantic Development Board did not participate in the planning or in the 
Original government contribution of $2.8 million towards the cost of this Centre. In 
agreeing to absorb the excess of actual over estimated costs of $556,000 two years after 
the Centre had been completed, it is open to question whether the Board was in fact 
undertaking a project within the meaning of the Act. This, together with the limitation 
placed upon the Government’s grant to the Foundation by the Prime Minister in 
1962, makes the propriety of the payment questionable. 


63. Cost of hotel accommodation not used by the Canadian Broadcasting Corpora- 
tion. In paragraph 169(1) of last year’s Report we stated that early in 1967, because of 
an anticipated shortage of hotel accommodation in the City of Montreal, the Canadian 
Broadcasting Corporation entered into contracts with three hotels to ensure accommoda- 
tion for its personnel travelling to Montreal on business during Expo ’67. The final 
result was that this accommodation remained unoccupied 24%, 48% and 50% of the 
time at a cost of $148,000, including a termination charge of $18,900 (equal to one 
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month’s rent) paid to one of the hotels. At the same time that these facilities were not 
being used, accommodation in other hotels costing approximately $40,000 was occupied 
by Corporation employees. (See also paragraphs 81 and 268 of this Report.) 


64. Salaries and wages paid for work not performed. In our last three Reports 


(paragraph 60 in 1967) we have referred to payments aggregating approximately $450,000 — 
per annum by the Canadian Broadcasting Corporation to employees for scheduled hours | 
during daily or weekly tours of duty which were in excess of the actual hours of | 


attendance. 

The payments were made in accordance with the provisions of the various union 
agreements and the Corporation regards payment of compensation calculated in this 
manner as proper, having regard to the effect of scheduling requirements for its present 


studio facilities, the availability of artists, the exigencies of actuality broadcasts and 


the nature of broadcast program production. 


The Public Accounts Committee considered this matter with officers of the Corpora- 
tion at its meeting on October 25, 1966 and, while recognizing that the payments must 
continue to be made in accordance with the provisions of the union agreements, it 
recommended that such payments be eliminated as and when the present union agree- 
ments come up for renewal (see Appendix 1, item 42). 


Some of the union agreements were due to be renewed with effect from March 1968 | 
but negotiations have not yet been completed and similar payments continue to be’ 


made by the Corporation. 


65. Inability of joint auditors to express an opinion as to the correctness of the. 


revenues of the Canadian Corporation for the 1967 World Exhibition. In their annual 


! 


| 
4 


reports to the President and Members of the Board of the Canadian Corporation for the. 
1967 World Exhibition over the past five years, the Provincial Auditor of Quebec and 


the Auditor General of Canada, joint auditors of the Corporation, have stressed the 


importance of the Corporation establishing and maintaining an adequate system of 


internal financial control. 


Prior to the opening of the Exhibition, the auditors drew to the Corporation’s 


attention certain aspects of internal financial control that required improvement and 


certain important decisions that had to be taken before the opening of the Exhibition 
with respect to the procedures to be followed during the Exhibition for the handling of 


the substantial amounts of cash and the recording of revenues from admission passports, © 
tickets, parking fees and other sources. However, action taken was not adequate and 


Serious breakdowns developed in the control of on-site revenues shortly after the 


Exhibition opened on April 28, 1967. Furthermore, the remedial action eventually taken — 
did not correct all major weaknesses and the joint auditors were unable to express an 


opinion as to the correctness of revenues aggregating $101,4388,000 of a total of 
$140,9 


84,000. This situation was communicated by the auditors to the Minister of 


Trade and Commerce on J uly 30, 1968 and to the Minister of Industry and Commerce > 


of the Province of Quebec on July 31, 1968. 
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The most recent annual report of the Corporation, including the report of the joint 
auditors, was delayed because of the inability of the Corporation to finalize the accounts 
and answer the auditors’ queries. This report, which pursuant to the requirements of 
section 18 of the Canadian Corporation for the 1967 World Exhibition Act, 1962-63, c.12, 
should have been submitted by the Corporation to the Minister within three months 
of the close of the financial year on December 31, 1967 and laid by him before Parliament 
within 15 days of receipt thereof, was not tabled in the House until October 2, 1968. 


66. Disposition of major assets—Canadian Corporation for the 1967 World Exhibi- 
tion. Paragraph 270 in the Crown Corporations section of this Report sets forth informa- 
tion pertaining to the operations for the year of the Canadian Corporation for the 1967 
World Exhibition. 

An agreement between Canada, the Province of Quebec and the City of Montreal 
confirming acceptance of the legislation establishing and governing the Corporation 
was executed on January 18, 1963 and contained clauses outlining certain “settlements” 
between the Corporation and the three governments after the closing of the Exhibition 
on October 29, 1967. In the joint auditors’ reports to management and in our Reports to 
the House of Commons in previous years (paragraph 61 in 1967) it was pointed out that 
the clauses of the agreement dealing with the distribution of assets and habilities on the 
winding up of the affairs of the Corporation appeared to be expressed in such general 
terms that there could be difficulties in their ultimate interpretation and implementation. 
However, no action was taken to clarify these clauses. 

Clause 12 of the agreement provided for the distribution of assets and liabilities to 
the three governments on the winding up of the Corporation on the basis of the cash 
contributions made by them as set forth in clause 9, namely Canada 50%, the Province 
of Quebec 374%, and the City of Montreal 125%. The agreement did not stipulate either 
the manner of valuing immovable assets erected on property belonging to the respective 
sovernments or details pertaining to the assumption by them of the liabilities. 

However, the assets were not distributed in the manner apparently contemplated 
oy this agreement. On the authority of the Governor in Council and the Lieutenant- 
Governor in Council, ownership of the bulk of the Corporation’s capital assets was 
ransferred at December 31, 1967 to the three governments for the nominal sum of $1. 
Chis distribution was effected mainly on the basis of each government receiving the 
mmovables erected on the property provided by that government for the holding of 
he Exhibition. Under this arrangement, assets which cost the Corporation an estimated 
199,725,000 were transferred as follows: 


OSE SE, Re ee ee ee er a nme 7 ee $ 59,876,000 
See BOIS PN es soc cc gk halen divias’s scdugiadanwimawas 4,754,000 
cep Ee als MAS aa a a Do 135,095,000 


$ 199,725,000 


The cost of the assets transferred to the three governments was written off by the 
Yorporation in determining the net cost of the Exhibition to December 31, 1967 
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($273,589,000). In accordance with the agreement of January 18, 1963 the net cost was 
then distributed among the governments. After deducting the amounts of their respective 
erants, totalling $40,000,000, the remaining portion of the deficit was charged as follows: 


ClgAIS. .. 6 o<eceeice « « sohpecd eth aiutlsue suman Oe ee eee $ 116,794,000 
Province of Quebec... 2... 2). UN. ainda eas Sek» ae eaten 87,596 , 000 
City of Montreal: ....5 (os5.-G 8 see 8k cn ee 29,199,000 


$ 233,589,000 


Confirmation of the correctness of these sums was requested from the three govern- 
ments and, as Montreal did not reply, the statutory audit report of the joint auditors 
was qualified to this effect. 

Five months after the transfer of these assets to Canada, Quebec and Montreal, the 
Chairman of the Executive Committee of the City of Montreal advised the Corporation 
that it was the City’s intention to reopen with Canada and Quebec the matter of the 
distribution of the net cost of the Exhibition. Montreal to date has not made any arrange- 
ments with respect to assuming any portion of its share of the deficit which it is estimated 
will aggregate approximately $32 million by March 31, 1969, based on the terms of the 
agreement of January 18, 1963. | 


67. Salaries and termination payments. The joint auditors of the Canadian Corpora: 
tion for the 1967 World Exhibition on several occasions directed the attention of manage: 
ment and the Board of Directors to practices followed by the Corporation which were 
inconsistent with those of other Crown corporations and government agencies. | 


| 


The following is a summary of certain of these practices relating to salaries anc 
termination payments: | 


SALARIES. The Corporation’s approved plans of organization show the number of officers anc: 
employees, the classes of positions and the salary range for each class established with the 
approval of the federal and provincial Treasury Boards and the Public Service Commissior 
of Canada. | 


In the case of many appointments to senior positions, starting salaries were highe: 
than the established minimum rates and frequently maximum rates were paid immediately 0 
within six months of appointment. Thirty-three officers in receipt of salaries of $10,000 or mor 
received increases during 1967 ranging from 20% to 60%. Of these employees, 10 left thi 
Corporation’s employ in 1967 and received salary termination payments averaging 27% 0. 
annual salary. | 

Delays in the processing of the forms necessary to bring new employees onto the payrol 
in 1967 resulted in the Corporation having to resort to advance payment of salaries on al. 
estimated basis during the months of June and July. These advances were to be recovere( 
when the regular salary cheques became available but in some instances this was not done ant 
overpayments occurred of which approximately $37,000 had not been recovered by th’ 
year-end. 

About 2,400 employees, 25% of the Corporation’s work force, received overtime pay 


ee from $1,000 to $19,000 during 1967 at a cost to the Corporation of nearly $4. 
million. | 
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TERMINATION PAYMENTS. The collective labour agreement between the Montreal Labour 
Council and the Conseil National des Syndicats Nationaux and the Corporation provides for 
payment to employees with at least one year’s service of an amount equivalent to 4% of 
total earnings and for unused sick leave on termination of service when they are no longer 
required. This benefit arrangement, which was to assist employees over the period between 
the time of their release and their establishment in new positions, was also extended to the 
remainder of the Corporation’s staff. 

However, payments were made to all employees including those who did not qualify 
because their former or comparable positions were assured. Twelve such payments aggregating 
$70,000 came to our attention during the year, the largest being $15,425. 

Termination payments totalling $4,694,000 were provided for in the 1967 accounts but, it 
is estimated that an additional $1,188,000 will be required. 


68. Cost of Habitat ’67 and Theme buildings. Of the total capital expenditure of 
the Canadian Corporation for the 1967 World Exhibition amounting to $213 million, 
the design and construction of three buildings, Habitat ’67 and two Theme buildings, 
“Man the Producer” and “Man the Explorer’, accounted for $43.2 million. The following 
is a brief outline of the increases in the costs of these buildings: 


HABITAT ’67. This building, one of the principal exhibits undertaken by the Corporation, rep- 
resented a new concept in community housing. 

The first revised overall plan for the Exhibition, adopted early in 1965, included 
provision for capital costs of $11.5 million for Habitat ’67. Later in 1965, notwithstanding 
a report of two independent experts which questioned whether the design of the project was 
sufficiently advanced for tenders to be called, the Corporation called for tenders and awarded 
the contract for $10,510,000. The contract did, however, recognize the possibility that this 
price would have to be amended as construction of this unique project proceeded. As predicted 
by the experts, important design changes were required which resulted in substantial claims 
from the contractor for increased costs of material, labour and equipment and for costs 
attributable to extensive delays in the performance of various aspects of the work. At De- 
cember 31, 1967 the total cost of the contract amounted to $17,982,000, an increase of 
$7,472,000 or 71% over the original contract price. Although $1,150,000 of this increase can 
be attributed to the delayed receipt of drawings and specifications by the contractor, it is 
evident there were additional delay costs not specifically identifiable. 

A summary of the cost of Habitat ’67 follows: 


EE Ee a, ee en es ere 17,982,000 
Te er gee ee ite VE We roe ee 1,891,000 
PeeOieneMernnmeL Ae ADULATION ys 1,045,000 
5 Oe ESE TY A ny er fe 1,768,000 


$ 22,686,000 


The high cost of this project, which provided 115 completed units and 43 unfinished units, 
is attributed to it being the first of its kind ever to be constructed. 


THEME BUILDINGS. The first revised overall plan for the Exhibition also included $9,115,000 
for construction of the two Theme buildings and in October 1965 the Corporation awarded 


' 
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two contracts totalling $11,236,000 for the construction of these buildings. However, at that 
time 25% of the design work, representing the most complex parts of the total designs for the 


buildings, was incomplete and the contracts gave recognition to additional costs which might - 


be incurred. The final cost of $18,292,000 for the buildings, an increase of $7,056,000 or | 


63% over the original contract prices, included approximately $1,950,000 to compensate the 


contractors for delays arising from the non-availability of drawings and specifications when | 


required. Fees of $2,268,000 paid to the consulting architects for the buildings brought the © 


total cost to $20,560,000. 


69. Loss on operation of rented apartment building. In order to ensure that hotel 
accommodation was available for artists and others connected with the 1967 World 
Exhibition in an important capacity, the Canadian Corporation for the 1967 World 
Exhibition leased a furnished apartment building for the Exhibition period and provided 
rooms and suites to these people on a daily basis. 

The direct costs of operating the apartment building amounted to $1,076,000, 
excluding building staff salaries which were not segregated from other expenses of the 
Exhibition. Of this amount, $1,038,000 was the rental paid for the building for a period 


of six months. Revenues amounted to $731,000 of which $515,000, representing the value | 


of free accommodation provided to artists under the terms of their contracts with the 
Corporation, was charged to the Performing Arts Program. 


The resulting loss of $345,000 was mainly attributable to revenues lost through 


vacancies. In May, June and July the occupancy rate was 58%. For the last three | 


months the Corporation reduced its room rates by about 20% and achieved an occupancy 
rate of 86%. 


70. Cost of sewage-disposal units. In August 1965 the Canadian Corporation for 
the 1967 World Exhibition entered into a contract with the City of Montreal under 
which it undertook to construct on behalf of the City two sewage-disposal units, which 
ultimately cost $2,402,000, and to pay 60% of their cost as rental for their use during 
the period of the Exhibition. 

Correspondence on file indicates that the City was eligible for a rebate of federal 
sales tax on these sewage-disposal units estimated at $100,000 and it would appear that 


this should have been applied against the cost of the units in determining the rental — 
to be paid by the Corporation. However, the Corporation has paid rental on the original ) 


cost with no adjustment with respect to the sales tax rebate. 


Lift stations for the sewage-disposal units were constructed by the Corporation at — 


an additional cost of $357,000. This amount was billed to the City but the billing was 
later withdrawn on the advice of the Corporation’s legal advisers that it had no claim 
on the City because of failure to obtain the necessary prior approval of the City for 


the construction of the lift stations. Thus the Corporation has borne the full cost of 
these lift stations. 
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71. Cost of repairs to sanitary sewer system. When the sanitary sewer system in one 
part of the site of the 1967 World Exhibition developed faults, the Canadian Corporation 
for the 1967 World Exhibition entered into an agreement with the contractor who had 
been responsible for 1ts construction to correct the faults and absorb the cost of certain 
of them, estimated at $40,000, with the Corporation to absorb the cost of correcting 
the remainder, expected to be approximately $55,000. 


However, after the Corporation’s share of the costs had increased substantially, 
it sought legal advice with respect to its position. It found that although it originally 
had a valid claim against the contractor for the entire cost, it was prevented from 


making such a claim by the agreement entered into with him at the time the repair 
work was commenced. 


The Corporation then felt compelled to settle on the same basis with a second 
contractor involved in similar repairs to another section of the system. 


The total cost of repairs was $618,000. After recovering $35,000 from the designers 
of the system and $100,000 from the contractors involved, the Corporation was forced 
(0 bear $483,000 of the cost of correcting the faults. 


72. Gas distribution system. The Canadian Corporation for the 1967 World Exhibi- 
ion bore the full cost of $743,000 incurred in constructing a gas distribution system 
mn the Exhibition site with ownership to be vested in the gas distribution company. 
[he agreement with the company provided that, should the system prove to have an 
conomic value after the close of the Exhibition, the Corporation would be reimbursed 
| portion of its costs based on the findings of an independent survey. 


The distribution system is still in use but the Corporation, without pursuing the 
ossibility of recovering part of its costs, has transferred its rights of recovery to the 
ity of Montreal and Central Mortgage and Housing Corporation. Moreover, the 
pproval of the Governor in Council, and the Lieutenant-Governor in Council of the 
-rovince of Quebec, for the transfer of these rights, as required under section 19(2) of 
he Canadian Corporation for the 1967 World Exhibition Act, 1962-68, c.12, was not 
btained. 


73. Cost of telephone service. In order to provide telephone service on the Exhibi- 
ion site, the Canadian Corporation for the 1967 World Exhibition was required to pay 
335,000 to the telephone company, over and above regular telephone charges, to 
over construction costs which the company could not otherwise recover because of the 
equirement that all structures be demolished within six months after the closing of 
ne Exhibition. Notwithstanding the fact that the structures were not demolished and 
ne Exhibition site including the telephone installations continues to be used, the 
orporation has not approached the telephone company with a view to the recovery of 
ll or part of the construction costs. 
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The company was prepared to provide without charge 109 telephone booths but 
the Corporation decided that these booths were not acceptable from a design point of 
view and incurred an additional expenditure of $170,000 for the procurement of telephone 
booths of an acceptable design. 

The telephone company paid concessionaires and exhibitors a commission of 14% 
of receipts from pay telephones located on their premises but the Corporation received 
no commission on these receipts, notwithstanding that the construction costs incurred | 
in the establishment of these pay telephones were paid by the Corporation. 


74. Cost of cancelled spectacular on Parliament Hill. In December 1965 the Centen- 
nial Commission was authorized to organize and present an open-air spectacular on 
Parliament Hill as a special feature of Canada’s Centennial celebrations for two weeks | 
during the summer of 1967, at a cost of $300,000. The spectacular was to have had a cast | 
of up to 1,500 participants including groups of singers, military bands, high school bands : 
and professional solo performers. | 

By March 1967 the estimated cost of the spectacular had risen to a minimum of | 
$700,000, including a low public tender bid of $344,000 for the erection of a temporary | 
grandstand to accommodate 6,600 people for each of the 14 performances. | 

In view of the increase in estimated cost, doubts concerning the success of the: 
production and the small audience that would be reached, it was decided to cancel the: 
spectacular. | 

Fees and expenses paid to the producer-director and his assistants, the star performer, | 
the architect for the grandstand, the designers of settings, props and costumes, the 
composer of the musical score and others totalled $65,000. 


75. Deficit on inspection services. The administration of the Gas Inspection Act, 
R.S., c.129, the Electricity Inspection Act, R.S., c.94, and the Weights and Measures Act, 
R.S., c.292, which was the responsibility of the Department of Trade and Commerce, | 
has, since the year-end, been transferred to the Department of Consumer and Corporate | 
Affairs. As authorized by these statutes, fees are charged for the related inspection services. 
Two of the statutes specify that fees are to be regulated so as to meet the cost of carrying 
these Acts into effect and, although the Weights and Measures Act does not explicitly 
require revenues from fees to match the cost of the inspection services, it is our view 
that they should do so. 


In our Reports of the previous three years (paragraph 151 of our 1967 Report) we 
pointed out that direct costs of administration of these statutes had exceeded revenues — 
for a number of years and recommended a complete reassessment of the rate structure’ 
in order to recover the cost of the services. There has been no change in the rate 
structure and, for the year ended March 31, 1968, direct costs of administration exceeded | 
revenues by 68% compared with 22% in 1963-64. These costs include only salaries and 
expenses of district offices. The inclusion of the costs of administration, of operating a° 
laboratory, and of services provided by other departments, would increase the deficit to an 
estimated $2,682,000. 
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As the following table shows, the deficit has been increasing steadily: 


Year ended March 31 


1968 1966 1964 
Inspection of electricity and gas— 
ee Se ee ce) Se re $ 1,583,000 $ 1,365,000 $ 1,193,000 
OO EERE nO nee ere Ena 1,037,000 1,141,000 1,056, 000 


546,000 224,000 137,000 
ee OE eo ae a a ee oe 510,000 449 ,000 456 , 000 


os Debarga 53 gt halal vomits 2 Seat Denn ie a 1,056 , 000 673,000 593 , 000 


Inspection of weights and measures— 


DAME rate hile tae fae ees hs cen, 2,115,000 1,668,000 1,459,000 
eT ee re eee ot ees a, fa aa 1,169,000 1,153,000 1,117,000 

946 ,000 515,000 342,000 

SM RE ee Fn GS sy tne te here... 680 , 000 526,000 557 ,000 
BREA eb Ree Wie re. ett» autielelc.« dow oi eck 1,626,000 1,041,000 899 ,000 

men RRM TR Ree rer We rere ee oe ade $ 2,682,000 $1,714,000 §$ 1,492,000 


Our understanding last year was that recommendations concerning amendments 
to the three Acts which would incorporate proposals in respect of the fee structure had 
been deferred “pending review of the recommendations which may be made by the 
[Special Joint Senate Commons] Committee [on Consumer Credit and Cost of Living | 
and which may have implications for the above-mentioned statutes”. 

The Committee’s report did not include any recommendations concerning fees and 
there were no amendments to any of the Acts during the year. 

In November 1968 the Department of Consumer and Corporate Affairs agreed that 
there should be a complete reassessment of the fee structure and stated that proposals 
were under development. They were undertaking a review of the inspection program 
Which they expected would result in important changes. As these changes will have a 
bearing on the kind of fee structure that will be appropriate, some months may elapse 
before a revised schedule of fees can be introduced. 


76. Accidental discharge of fuel oil into waterfowl sanctuary, Burnaby, B.C. After 
completion of the calibration of a tank truck by inspectors of the Vancouver Weights 
and Measures Office of the Department of Consumer and Corporate Affairs, 6,000 
gallons of fuel oil were accidentally discharged into a pipe line leading to a storm sewer 
instead of being piped back into underground storage tanks. The oil flowed into a creek 
and a lake resulting in the destruction of a great many wild ducks. 

The cost of replacing the oil was $800 and of cleaning it from the creek and 
lake, $4,400. 
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77. Failure to file statements. Section 121F of the Canada Corporations Act, 
R.S., c.53, requires a public company to file a copy of its financial statement with the. 
Registrar General (Department of Consumer and Corporate Affairs) within seven days 
after mailing to its shareholders. A filing fee of $5 is set by the tariff of fees. 

In our 1967 Report (paragraph 149) attention was drawn to 875 public companies: 
in default in filing statements and to 282 companies which had never filed a financial 
statement since incorporation, some as far back as 1917. At March 31, 1968 the cor- 
responding figures were 733 companies in default and 257 companies which had never 
filed a financial statement. The Act makes no provision for penalties for failure to file 
financial statements and there appears to be nothing that the Registrar General can do. 
to enforce such filing. | 

Section 125 of the Act requires every company (both public and private) to file 
with the Registrar General annual returns on or before the first day of June in every: 
year giving certain information concerning the company and its directors. The annual 
filing fee is $5 or $10 depending on whether the company has share capital or is without | 
share capital. Section 125 also provides for a fine on summary conviction not exceeding | 
$20 a day where a company, its directors or officers, are in default in the filing of the. 
annual return. To the best of our knowledge this penalty clause has never been invoked. 

If companies do not file annual returns for two consecutive years there is provision | 
in section 125 for the Registrar General to give a year’s notice that the company will be. 
dissolved unless it files the returns as required. This year the number of companies in 
default is 7,707 compared with 7,148 a year ago. The names of 1,060 companies have‘ 
been published in the Canada Gazette for failure to file. Of these, 235 filed the returns. 
upon publication of the notice and the remaining 825 are in the process of being dissolved. 
As in the past, no action was taken against any of the active companies for failure to’ 
file returns and the penalty provisions of section 125 of the Act remained inoperative. 


78. Disposal of surplus plant. In paragraph 63 of our 1967 Report we referred to the | 
sale by the Department of Defence Production of the Val Rose plant formerly operated. 
by Canadian Arsenals Limited. The purchaser of this plant also leased the Louise Basin. 
plant at Quebec, Que., in November 1966 and operated it under a management agree- 
ment until March 31, 1968. 

During this period the purchaser increased employment in the Louise Basin plat 
from 35 to 200, an expansion based primarily on his success in obtaining United States. 
contracts for the production of shell cases. However, in view of the fact that the United 
States Armed Services Procurement Regulation, which permits Canadian firms to. 
participate in the production of military equipment and material involving programs of 
interest to both nations, does not anticipate bids or proposals that contemplate contract 
performance in Canadian government-owned or -operated installations in competition 
with United States firms, it was necessary that the plant be owned by private interests’ 
if it were to continue to receive orders from the United States. Therefore, the lessee. 
approached the Crown with a view to purchasing the plant. | 
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Competitive proposals were not solicited because in the Department’s view there 
was no other known company with the background knowledge and production skills 


_ required to maintain an uninterrupted supply of shell cases for the United States market, 


and time was of the essence in order to ensure continuity of export orders necessary for 
the economic operation of the plant. 


The plant, which cost $5,087,000 and is estimated to have a depreciated replace- 


_ ment value of $3 million, is built on land leased from the National Harbours Board. 


It is the only Canadian facility for the production of large-calibre cases and, although 
for 1964-65 and 1965-66 it had operated at a small profit, it could not be kept operating 
at economic production levels satisfying only the needs of the Canadian Armed Forces. 
The current market value of the facility as a going concern, arrived at by an 
independent professional appraiser, was $1,150,000. The appraiser was instructed not to 


_ take into consideration the fact that the building is located on leased land but to value 
_ it as if the lease existed for the balance of the life of the structure. He gave most weight 
_ to the following factors in estimating the market value: 


(1) costs of development work, engineering, alterations to existing equipment to adapt it 
to other uses; 


(2) obsolescence of equipment due to its special design and limitations; 
(3) uncertainty of future markets for present product; and 


(4) obligation of a potential purchaser to maintain present production capability for a 
minimum period of ten years. 


The Department considered the appraiser’s valuation high because: the plant is 
single purpose and is valuable to an operator only if the market for shell cases continues 
to provide a high and steady volume; the provision of production capability for Cana- 
dian requirements over a ten-year period limits the purchaser’s ability to adapt to 
changing market conditions; and although the National Harbours Board had agreed to 
enter into a ten-year lease with the purchaser, there is an element of risk related to lack 
of title to the land, coupled with the requirement to maintain a ten-year production capa- 
bility which is highlighted by the Department’s estimate that it would cost $625,000 to 
relocate equipment in another plant. 

Negotiations were entered into with the lessee and in March 1968 the plant was sold 
for $450,000, payment to be spread over a period of nine years with the unpaid balance 
bearing interest at 8%. 


79. Sale of Crown-owned foundry. In November 1967 the Treasury Board approved 
entry by the Department of Defence Production into an agreement for the sale of a 
light-alloy foundry. Although the purchaser took charge of the foundry on December 5, 
1967 and signed a preliminary agreement of sale in April 1968, the formal agreement 
transferring title to the property and embodying the various terms of the acquisition 
was not signed by the purchaser until November 1968. 

The proposed sale was discussed by members of the House of Commons sitting in 
Committee of Supply on March 19, 20 and 21, 1968. Following this the House approved 
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Supplementary Estimates (C) 1967-68 which provided the Department of Defence 
Production with $480,000 in Vote 6 to reimburse the Defence Production Revolving 
Fund for the losses sustained in the operation of the foundry prior to its sale, and 
$740,000 in Vote 7 to pay the obligations of the foundry outstanding at September 30, 
1967. The amount of $480,000 actually included $21,000 for which a former partner- 
manager is responsible and from whom the Department is trying to effect recovery. 

The foundry is located on eight acres of land at Haley Station, 14 miles from 
Renfrew, Ont. It was built and equipped by the Crown in 1951 at a cost of approximately 
$2.7 million to provide a Canadian source of high-grade magnesium and aluminium 


castings, and its assessed value for municipal tax purposes is $481,000. From 1951 to | 
1962, when the foundry was being operated by a private company under a management — 


agreement, sales of defence supplies totalled $16.6 million and the Crown received plant 


rentals of $737,000. It has been estimated that during this period the foundry supplied 


about 1.5% of the North American market. 


The management company withdrew in 1962 because of a decline in business and — 
mounting operating losses and the foundry has since been operated under a variety of — 
business arrangements, including a partnership with a manager. The results of these | 
operations, after applying Deficit Account adjustments to the appropriate year, are 


summarized as follows: 


Department’s 


Gross Loss share of loss 
Year ended September 30 sales (profit) (profit) 

POE an okie agian er ictus Ak eee ek pee oA $ 778,000 $ (55,000) $ (55,000) 
AS «pers ees es pias eae ne 8 had ae She ls Ae ee ore 816,000 156,000 130,000 
INGE Peres oa en Oh HEN cin nt eee ae ote oe ee 1,490,000 42,000 36,000 
1.1 By AS Re OME Ste hel GA AONE Me Sep tae ec AAO REN bi at 2,126,000 (101,000) (68,000) 
BOOT vi atl he, rns YE Oe ae Pe eT ae eee 1,823,000 320,000 297 ,000 
1065: (3: mionthscoperations);. 14.24.2347. wametere 388 , 000 173,000 119,000 


$ 7,421,000 $ 535,000 $ 459,000 


In determining these profit and loss figures, depreciation of the Crown’s investment, | 
grants in lieu of municipal taxes totalling $210,000, and building alteration and mainte- — 


nance projects totalling $54,000 have not been taken into account. 


During the period of these operations the Department attempted to interest some © 


27 Canadian and several United States firms in acquiring the foundry and continuing 


its operations. It was not successful until it agreed to sell it for a nominal price and 4 © 


share of the profits in the ensuing five years of operation. 
The agreement of sale and related undertakings include the following: 


1. The purchaser has agreed to continue the foundry operation for a minimum period of 


two years from December 30, 1967. However, there is no penalty provision in case this 
is not carried out. 


2. The purchaser will undertake necessary repairs and maintenance. 


a 
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3. All outstanding shares of the operating company were acquired by the purchaser at the 
book value of $7. 


4. Clear title to land, buildings and equipment in use at the foundry will be transferred 
from the Crown to the operating company. 


5. The Crown will receive 50% of any profit earned in the years ending December 31, 1968 
and 1969; and the lesser of $90,000 or 50% of any profit earned in the years ending 
December 31, 1970, 1971 and 1972. It has been estimated that the Crown may receive 
$165,000 under this provision. 


In addition, the Treasury Board approved assistance to the operating company under the 
defence industry modernization program in the amount of $457,000, of which the com- 
pany is required to repay 50% over a five-year period. 


80. Disposal of surplus forging facility. The Crown owns a heavy forging facility 
located within the premises of a privately-owned company in Nova Scotia. The main 
component, a 7,000-ton press, together with ancillary equipment, and the building in 
which the facility is housed were erected in 1951 on land purchased from the company 
for one dollar; the accumulated cost is now about $3.6 million. By agreement between 
the Crown and the company in 1951 the facility was established to forge components 
for propulsion equipment in destroyer escort vessels at the rate of 30 shipsets per year. 
However, only 20 shipsets plus spares were produced over a period of about ten years. 
This operation ended in 1964 and since then the facility has been used by the company 
exclusively for commercial work under a rental agreement with the Crown. 


The average annual rental over the last few years has been about $19,000, but when 
overhead and maintenance charges by the company and grants in lieu of taxes are taken 
into consideration the average annual net cost to the Crown has been about $35,000. 
In addition, the cost of major repairs, which has amounted to $46,000 since November 
1962, must also be taken into account. 


In March 1966 it was agreed that the facility was surplus to defence requirements 
and since then the Department of Defence Production has examined a number of 
methods of disposal, taking into consideration, among other things, the effect on the 
community. Its removal has been vigorously opposed by the provincial govern- 
ment and others because it would involve the loss of 50 to 60 jobs. Furthermore, informa- 
tion on file indicates that the cost of scrapping could exceed the amount realized and 
the Department’s estimates of dismantling, transportation and reinstallation costs, 
should the facility be sold to other than the company, range from $300,000 to $600,000. 
There has never been an independent appraisal, but a departmental estimate of the 
current value of all the chattels for use on the present site is about $500,000. 


Lengthy negotiations with the company have taken place but in view of the 
marginal nature of its forging operation it is unwilling to pay more than a nominal 
amount of one dollar for the facility. The Department has approved in principle the 
hegotiation of an agreement on this basis; however, the transfer has been delayed be- 
cause the company has been unwilling to accept a Crown condition that the facility 
be kept in operation for a period of five years. 
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In the meantime, in the two and a half years since March 1966 when it was decided 
that the facility was surplus to requirements, it has cost the Crown about $128,000. 


81. Cost of unused hotel accommodation—government departments. In anticipation 
of a shortage of hotel accommodation in the City of Montreal, the Department of 
Defence Production, at the request of the Treasury Board, entered into contracts with 
five hotels to ensure that accommodation would be available from April 1 to October 31, 
1967 for personnel of 76 departments and agencies travelling to Montreal on business. 

The cost of unoccupied accommodation during this period was $21,100 of which 
$10,300 was for a block of 16 rooms reserved for the use of the Department of Trade 
and Commerce. The reservation of these 16 rooms was discontinued effective May 19 
when it was realized the Department had used only 156 of the 768 room nights available 
during the period from April 1 to May 18. A further $1,500 was charged to various 
departments whose personnel failed to cancel reservations for accommodation they did 
not require or did not give sufficient advance notice of changes in their requirements. 

The remaining cost of $9,300 was for accommodation that the hotels were unable to 
rent to the general public after the Department of Defence Production had advised them 
each day which accommodation it would not require. (See also paragraph 63 of this 
Report. ) 


82. Unauthorized use of the Defence Production Revolving Fund. In our 1966 
Report and again in last year’s Report (paragraph 65) we drew attention to the improper 
practice of using the Defence Production Revolving Fund to finance the loan portion of 
the cost of purchasing machinery under the Defence Industry Modernization Program. 
Advances aggregating $10.4 million had been made for this purpose to March 31, 1967. 


The practice was discontinued in 1967-68, funds for the loan portion of the assistance 


granted being provided in Department of Industry Vote L65. However, the Fund has not © 


yet been reimbursed for the unauthorized advances although repayments totalling $1.9 
million have reduced the balance to $8.5 million at March 31, 1968. 


83. Cost of abandoned information system. Based on organizational and operational 
concepts accepted in 1965, the Canadian Government Repair Service of the Department 


of Defence Production decided in 1966 to develop a computerized information system for — 


the operation and management of procurement, repair, overhaul and maintenance of all 
government office machines and equipment throughout Canada and to provide to 


departments certain information that the Royal Commission on Government Organiza- — 


tion had indicated was desirable. 


In June 1966 the Treasury Board approved the expenditure of $13,000 for data | 


processing and computer programming necessary to convert the manually maintained 
machine history record system to magnetic tape, part of phase one of a four-phase plan 
for the establishment of the new system. The work continued until early 1967 by which 
time the $13,000 had been expended but only 45% of the work completed. Additional 
costs incurred during this period, which were related to this phase of the plan, are 
estimated by the Department at $56,000. 
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In the spring of 1967, the Department concluded that because of uncertainty 
as to the role of the Canadian Government Repair Service in the overall management of 
the 150,000 Crown-owned office machines, the machine history record should revert to a 
manual system that would meet only the requirements of the Service. The preliminary 
computer files have since been destroyed and expenditure of at least $69,000 must there- 
fore be considered non-productive. 


84. Shared costs under a research contract not verified. In our examination of 
contracts of the Department of Defence Production our attention was attracted to the 
following qualifications appearing in a report of the Audit Services Branch of the Office 
of the Comptroller of the Treasury dated November 1967, relating to a shared-cost re- 
search contract: 


1. Although company officials indicated that the relevant books and records were stored 
at one of the company’s locations, no one was able to trace any supporting records 
relating to the period from inception to January 1, 1965. This circumstance precluded 
the application of required audit procedures. 


2. Costs to January 1, 1965 per the progress claims represented $75,861.23 or 77 % of total 
costs per final claim. 


3. Even if the above books and records were located, an opinion on total costs could not 
be expressed because of the inadequacy of the internal control during the years 1962, 1963 
and 1964. 


4. Since only 23% of the cost was incurred subsequent to the year 1964 and no other 
cost-reimbursable type contracts were subject to audit in the period, it was deemed not 
worthwhile to initiate audit procedures to arrive at an evaluation of the internal control 
relating to the years 1965, 1966, 1967. 


Under the terms of the contract the Crown was to share 50% of the costs incurred, 
s determined in accordance with the Department of Defence Production costing 
1lemorandum and verified by the Audit Services Branch, up to a maximum of $51,000. 
‘he project was completed to the Crown’s satisfaction from a technical viewpoint and 
ne contractor claimed a total of $49,000 as the Crown’s share of the costs. 

No decision has been made as to how the case will be disposed of and in the mean- 
me payment of the final progress claim amounting to $556 is being withheld. 


85. Crown corporation expense borne by departmental appropriation. In paragraph 
3 of last year’s Report reference was made to charges of $11,896 to the Department 
[f Energy, Mines and Resources 1966-67 vote for Departmental Administration for 
gal fees incurred for searching titles to property on Cape Breton Island. The searches 
ere undertaken to facilitate the takeover of the property by the then proposed, and 
»w established, Cape Breton Development Corporation. We expressed the opinion 
lat, as these expenditures related directly to the purposes for which the Corporation 
as set up, they should have been recorded as accounts receivable and recovered from 
ie Crown Corporation. 
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Payments of $27,000 were made for similar purposes in 1967-68 and no attempt 
was made to recover any of these amounts from the Cape Breton Development Corpora-. 
tion which came into being on October 1, 1967. 


86. Preferential treatment accorded by unpublished Variation Order. The Emer- 
gency Gold Mining Assistance Act, R.S., c.95, was introduced in 1948 to provide the 
operators of marginal gold mines with assistance in meeting the rising costs of produc- 
tion. Pursuant to section 7 of the Act, the Governor in Council promulgated the Emer-| 
gency Gold Mining Assistance Regulations which, dealing with the submission of claims 
by the mine operators, set forth in subsections (1) and (4) of section 3 that: 


(1) An operator of a mine, other than a placer mine, may apply for assistance payments in) 
respect of the gold produced and sold in accordance with the Act during the whole 
of a year at any time within six months after the end of the year. | 

(4) An application that is not made within the time required by subsection (1) or (2), as the’ 
case may be, is not acceptable for.purposes of these Regulations. 


On September 28, 1967, Order in Council P.C. 1967-1840 authorized an exception) 
to the time limit set forth by extending, for one operator, the deadline for application 
for assistance payments in respect of the calendar year 1965 from June 30, 1966 to: 
August 31, 1967. By so doing, the mine operator became eligible for assistance payments | 
of $66,000. It is of concern that this Order in Council, cited as the Emergency Gold 
Mining Assistance Regulations Variation Order, was not published in the Canada 
Gazette as required by the Regulations Act, R.S., c.235. In the absence of such pub-. 
lication, it would not be apparent to members of Parliament and others that an exception 
to the general regulations had been made. 


87. Purchase and resale of aircraft. A Canadian aircraft manufacturer had one of, 
its aircraft located in the Middle East as a demonstrator. In June 1967 the United Nations 
Relief and Works Agency was faced with a refugee problem resulting from the fighting 
in the Middle East at that time and sought to lease this aircraft from the Canadian) 
company. The company was not prepared to lease the aircraft to UNRWA but approached, 
the Canadian External Aid Office suggesting that Canada might be interested in pur- 
chasing the aircraft as an aid contribution to UNRWA. 

The aircraft was purchased by the External Aid Office for $120,000 in July 1967 and, 
was loaned to UNRWA for one year with UNRWA to pay all operating costs. 

In September 1967 UNRWA advised that operation of the aircraft had been dis- 
continued because of the Agency’s inability to obtain permission to use certain Israeli 
airports. UNRWA then returned the aircraft. 

The External Aid Office, after an unsuccessful attempt to interest one of the devel- 
oping countries in this aircraft, sold it back to the manufacturer in March 1968 for 
$100,000 less the cost, $4,300, of ferrying it back to Canada. | 

Storage, insurance, ete., on the aircraft from the time it was returned by UNRWA 
to the time it was resold to the Canadian manufacturer amounted to $1,400. 
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88. Loans and advances representing grants. Reference is made in paragraph 239 
of this Report to certain loans made to Crown corporations and others for the repayment 
of which the debtors are dependent on further appropriations of Parliament. 

The practice of making loans of this type instead of grants has had the effect of 
understating the deficit for the year as recorded in the Public Accounts and, to the extent 
that appropriations are provided in later years for repayment of the loans, the deficit 
will increase or the surplus decrease in those years. 

The following additional loans of this type were made during 1967-68: 


Canadian Broadcasting Corporation............0...0 00. c cece cee cccecccecc cece... $ 21,300,000 
Canadian Corporation for the 1967 World Exhibition............................... 30,000 , 000 
National Capital Commission: 

SR MN ii ny fw 6s’ on Ld ceed casseiesc helen. 500 , 000 

een memnunve, 2, Yee YS, SULT Clue 2 COMO ari) 4,850,000 
Uovernmentiof the Northwest Territories). 2...) .0!0. ea rele alv vibe tdx ch ent 2,900 , 000 
SRE SI RIS ES TCIM OTTISOTY 5 Finan «pid sive vin we a'0é dbMGievix co.cc ois, onc don. 2,481,000 
morimern Canada Power Commission... .....:........0..0.esceccccccceccce........ 600 , 000 


$ 62,631,000 


Had the above loans been recorded as grants in accordance with the overall policy 
vith respect to these matters as is outlined in paragraph 239 of this Report, the deficit 
or the year would have been $62,631,000 greater. 

Repayments during the year on loans of this type made in previous years were as 
ollows: 


Meauadinn Broadcasting Corporation... .........cs sac eceuccccevcccctcaccer......, $ 2,890,000 

National Capital Commission: 
ee, te ee ee es ee ee 24,000 
rac Uo ulate = an lal ial lela a ha Sa NN eet 4,496,000 
isoverninent Of the Northwest ‘Territories... 2.0... .5 0... oc cece cc cccecccccecces 321,000 
Government of the Yukon Clty itera!) oe eae he eg OE Ce he ee eT eT 407 ,000 
227,000 


EE NT on TESTS oi Sh A aa OR, ee nee ii 


$ 8,365,000 


These repayments were, with the exception of $272,000 derived from the sale of 
roperty by the National Capital Commission, all provided for in 1967-68 appropriations 
f Parliament. Had the loans been recorded as grants when originally made, these ap- 
ropriations to enable repayment of principal would not have been required and the 
eficit for 1967-68 would therefore have been $8,093,000 less. 

Certain of these loans call for payment of interest at varying rates and the follow- 
ig interest income was recorded during 1967-68 with respect to them: 


Seeman aoetmconmtins Corrmention ss lk. ea eee cee ee dadetcpevesseccs $ 3,760,000 
Canadian Corporation for the 1967 World Exhibition.................ceeeeeeeeveeee 9 , 929 , 000 
nea PROUT  WitmrenRRE EL! DOES. Gos sii oOo wccklela:s ad sldehss DLNG RB deh all 3,793,000 
Government of the Northwest Territories...........00..00cccceeecceecsecnsavecvecs 432 ,000 
ee Od ban. a a ene. er re 373 ,000 

216,000 


i ne | walt ahs uahace mietelans Malis 
$ 18,503,000 
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Of this total, $8,078,000 was provided from 1967-68 appropriations of Parliament 
but this provision had no effect on the recorded deficit for the year as it is offset by 
the recording of an equivalent amount of income. However, both the expenditures and 
revenues of the year are greater by this amount than would have been the case had the 
funds advanced in previous years been recorded as grants rather than loans requiring | 
payment of interest. Of the interest income received from the National Capital Com- 
mission, $486,000 was paid from property rental and other income. 


The appropriations for the Canadian Broadcasting Corporation did not disclose. 
that provision was being made for repayment of loans and payment of interest. 


Interest income of $9,929,000 received from the Canadian Corporation for the 1967 | 
World Exhibition was paid by the Corporation from the proceeds of additional loans 
and, as part of the Corporation’s deficit, must eventually be covered by appropriations. 
of Canada, the Province of Quebec and the City of Montreal. | 


89. Indirect compensation to chartered banks. It is the practice of the Government 
to maintain large balances on deposit with the chartered banks, receiving interest only | 
on balances in excess of an aggregate interest-free amount of $100 million. This practice | 
has been commented on in previous Reports (paragraph 69 in 1967) and the Public 
Accounts Committee on three occasions has expressed the view that if banks are to’ 
be compensated for services provided to the Crown, consideration should be given | 
to the most equitable manner in which this may be done, with statutory sanction being. 
given by means of an appropriate amendment to the Bank Act, 1953-54, c.48 (se | 
Appendix 1, item 20). 


Interest on the minimum weekly balance in excess of $100 million is J 
by the Department of Finance at the weekly average accepted treasury bill tender ' 
rate for the three months treasury bills, less 10% of that rate, and amounted to $23.4 
million in 1967-68. The average effective rate was 4.6%. | 


Had interest been calculated at the same rates on the daily balance in excess of | | 
$100 million it would have yielded $2.4 million more revenue, and on the $100 million | 
interest-free balance, an additional $4.2 million. 


| 
Section 93 of the Bank Act, 1966-67, c.87, reads in part: | 
93. (2) The bank shall not make a charge for cashing a cheque or other instrument 
drawn on the Receiver General or on his account in the Bank of Canada or in any other | 
bank, or for cashing any other instrument issued as authority for the payment of money 
out af the Consolidated Revenue Fund, or in respect of any cheque or other instrument drawn — 
in favour of the Receiver General, ie Government of Canada or any department thereof 


or any public officer in his capacity as such, and tendered for deposit to the credit of the 

Receiver General. | 
(3) Nothing in subsection (2) shall be construed to prohibit any arrangement between — 

the Government of Canada and the bank concerning interest to be paid on any or all deposits 


of the Government of Canada with the bank. 


The wording of these subsections was considered by the Public Accounts Committee | | 
prior to their enactment by Parliament. In its Seventh Report 1966-67 the Committee | } 


COMMENTS ON EXPENDITURE AND REVENUE TRANSACTIONS 49 


expressed the opinion that the wording did not meet the recommendations of the Com- 
mittee and it asked the Department of Finance for explanations on three points: 


(1) why it considers that an amount of $100 million should be left on deposit with the 
chartered banks free of interest; 


(2) why, if it considers that the chartered banks should be compensated for the service 
provided by them to the Government, it has not recommended that subsection (1) of 
section 93 of the Bank Act, 1953-54, c.48, be amended to permit this; and 


(3) what other means of compensating the banks for services rendered were considered and 
why they are being discarded. 


As far as we are aware, the Department of Finance has not yet provided the explanations 
requested by the Committee. 

In our opinion subsection (3) of section 93 of the Bank Act, 1966-67, c.87, does not 
provide authority for officers of the Department of Finance to undertake to leave sub- 
stantial amounts on deposit with the chartered banks without interest. 


90. Royal Canadian Mint. A special project of the Mint for Centennial Year was the 
production of a presentation coin set containing a $20 gold coin and the other six Cana- 
dian coins, to be sold for $40. The Mint also produced, and sold for $4, sets containing 
the other six coins. The terms of sale were payment in full with the order and orders 
were to be filled in sequence of receipt date. 

At the commencement of our annual examination of the store of bullion and coin 
at the Mint, we found that in the period May 26 to December 29, 1967, 10,600 of the 
$40 sets and 67,000 of the $4 sets with a total value of $692,000 had been shipped by a 
Mint employee without bona fide orders. To the best of our knowledge, full payment 
for these sets has been made and no loss resulted although the money relating to them 
was not deposited to the credit of the Receiver General until January 5, 1968. The 
orders used to effect shipment bore many names and addresses, including a number of 
fictitious ones, but it is our understanding that the coin sets were received by one par- 
ticular coin dealer. | 

Failure of officials in the numismatic section of the Mint to take inventory of com- 
pleted coin sets daily and to reconcile periodically the liability account for unshipped 
prepaid orders allowed a breakdown in the system of internal control to go undetected. 
There has been no action taken with respect to the employee who resigned after admitting 
responsibility for the irregular shipments. 

We have pointed out to the Department of Finance that, as the Mint is primarily 
4 manufacturing organization, it is not particularly well equipped to deal with the prob- 
lems associated with the distribution of coin sets to dealers and the general public. For 
this reason we have suggested that consideration be given to alternative ways of handling 
this distribution. 

Another breach of security occurred at the Mint in April 1968 when a die designed 
for the minting of coins was removed from the premises and was later recovered with 
the assistance of a coin dealer. 
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91. Errors in Public Service Superannuation Account pension and contribution 
calculations. In our Reports to the House for the past few years we have pointed out 
that our annual test audit of the superannuation accounts has disclosed a high incidence 
of error in the pension and contribution calculations. Since 1959 we have been recom- 


mending that the Superannuation Branch, when determining annuities to be paid, should - 


verify contributions made in relation to salary earned and documents on file. This 
procedure would lead to the correction of errors made during the period of service and 
reduce the possibility of error in calculating the annuity. 


In several of its reports the Public Accounts Committee has recorded its concern 
that this matter was taking so long to be corrected. In June 1966 the Comptroller of | 
the Treasury appeared before the Public Accounts Committee and the Seventh Report > 
1966-67 of the Committee noted that “immediate steps were being taken to provide » 
that the internal auditing procedures of the Superannuation Branch include an examina- | 


tion of the employee’s contributions in relation to his salary and the documents on 
file along the lines recommended by the Auditor General”. The Committee also recorded 


its understanding that “the introduction of this particular check should eliminate the - 


majority of the errors and requests the Auditor General to continue to keep it fully 
informed on this matter” (see Appendix 1, item 17). 


In paragraph 70 of our 1967 Report we noted that our test audit for 1966-67 dis- 


closed a higher incidence of error than in the previous year. There was little improvement 
in the situation during 1967-68 and the number of errors in the calculations continued 
to be high in relation to the files examined in our test audit due largely to carelessness and 


a failure to accurately carry out the required procedures. We have reviewed the situation 
at length with senior officers of the Comptroller of the Treasury who have outlined to us | 


various steps that they propose to take towards the improvement of the administration 
of the superannuation accounts. 


92. Limited competition for government business. In paragraph 71 of our 1967 
Report we referred to the engraving of postage stamps, other revenue stamps and labels, 
bonds, paper currency, passports and other documents and forms required by the 
Government which has been carried out almost exclusively by two firms for many 
years. We pointed out that where there is a very narrow field of competition for govern- 
ment contracts, there is always a danger that excessive profits may be made at the 
expense of the Crown, and we suggested that provision should be made in the contracts 
with these companies for an audit of the costs of carrying out the contract. 

We have been informed by the Deputy Minister of Finance that a cost audit 
could be made under a provision in the present contracts which permits the Minister 


to examine the books of the contractor. However, such an audit was not being requested — 


as the Treasury Board was reviewing the business done with these companies, and 4 
study team consisting of representatives of interested departments and agencies was 
to be established “to develop a procedure that will provide the most economical procure- 
ment of security printing consistent with the standards of security and quality required 
and the viability of the two existing commercial sources.” 
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Improvement in existing procurement practices is always important but, in our 
opinion, in cases where competition is extremely limited, audits of production costs are 
also important in order to establish whether or not excessive profits are being taken 
on government contracts. To the best of our knowledge no such audits have ever been 
carried out. 


93. Exchange Fund Account. In a report to the Public Accounts Committee (Minutes 
of Proceedings and Evidence No. 16, July 21, 1964) the Minister of Finance stated: 


I propose that in future, commencing with this year or as soon as the necessary parliamentary 
authority is obtained, the annual balance of profit or loss arising from trading operations 
and investment, including interest and discount on securities, trading profits and losses on 
purchases and sales of foreign exchange, gold and securities, and the net valuation adjust- 
ments on unmatched purchases or sales during the year should be transferred to the Con- 
solidated Revenue Fund. 


He then went on to say that: 


Authority will be required from Parliament to recoup the Exchange Fund for any deficit in 
accordance with the course of action I have proposed and some change in the law is desirable 
to make clear the authority to transfer profits or surpluses to the Consolidated Revenue Fund. 


Since 1964 the operations of the Exchange Fund Account have resulted in the 
following profits and loss arising from trading operations, etc.: 


Profit Loss 
ELS Sd RSS See a an eee aia aa $ 1,449,000 §$ 
ee eee ee ne 1,406,000 
Pret wert rise Fas eh eo liotia(l. wit. 553,000 
Ny eS ee se 2,336,000 


It was not until 1966 that Parliament was requested to provide the authority to 
ransfer profits to the Consolidated Revenue Fund and Appropriation Act No. 9, 1966, 
966-67, c.55, included Department of Finance Vote 23a which reads as follows: 


To authorize, notwithstanding the Currency, Mint and Exchange Fund Act, the transfer 
from the Exchange Fund Account to the Consolidated Revenue Fund of the profit for the 
calendar year 1964 and each subsequent calendar year from trading operations in foreign 
exchange, gold and securities, and from the net valuation adjustments on unmatched pur- 
chases or sales during each such year. 


In the year 1967 an amount of $2,302,000 was transferred to the Consolidated 
tevenue Fund, representing profits for the years 1964 and 1965 less the loss for 1966. 
Ve pointed out to the Minister of Finance that as the legislation called for the profits 
0 be transferred, it was not being complied with if these profits were reduced by a loss 
1 another year. This was rectified by including the loss of $553,000 for 1966 which had 
een deducted from the 1967 transfer with the profit of $2,336,000 for 1967 which was 
ransferred to the Consolidated Revenue Fund in 1968. 
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However, no provision has been made in Estimates placed before Parliament to 
cover the 1966 Exchange Fund loss of $553,000; so the policy of transferring annual 
profits or losses from the Fund, as outlined by the Minister of Finance to the Public 
Accounts Committee in 1964, has not been fully implemented. 


94, Subsidization of Fishermen’s Indemnity Plan. For several successive years (1967, 
paragraph 73) we have referred to accounts maintained in connection with the Fisher- 
men’s Indemnity Plan which was introduced in 1953-54. From the outset there were 
two accounts, the Fishing Vessel Indemnity Account and the Lobster Trap Indemnity 
Account. In 1966 a third account, the Fixed Fishing Gear and Shore Installations In- 
demnity Account, was added. Although the Plan was intended to be self-supporting 
(except for its administrative costs which are met through parliamentary appropriations) 
all Accounts have recorded net deficits since their inception. 

The deficits in the three Accounts during the year in comparison with the deficits 
in the previous year were as follows: 

Year ended March 31 


1968 1967 
Fishing Vessel Indeninity Accolimt. .2..%,°3 >i havea ene ate © ee ae ee $ 133,000 $ 113,000 
Lobster: Irap Indemnity Account:., ..2vt) «i229: eeaaesas ee 5, 000 5,000 
Fixed Fishing Gear and Shore Installations Indemnity Account........... 20,000 14,000 


$ 158,000 $ 132,000 


Several years ago, concern of the Department of Fisheries with an all-time high 
deficit of $168,000 in the Fishing Vessel Indemnity Account in 1963-64 resulted in a 
study which, in part, was directed to ascertaining what changes in the regulations were 
practicable or to what extent premium rates should be revised. In June 1968 this study 
culminated in the introduction of new regulations embodying increased premium 
rates which are expected to make this element of the Plan viable. 

The limited extent to which fishermen have availed themselves of the Lobster 
Trap Indemnity facilities in recent years was again demonstrated by the fact that 
premium revenue for the year amounted to only $2,300. A report by a study group 
has recommended a self-supporting plan of catch insurance, the development and applica- 
tion of which would be a fairly long-term undertaking. Basie to this recommendation 
is the fact that the causal factor underlying poor seasons is seldom loss of traps but 
is more likely to be a combination of other circumstances such as low stock densities, 
poor weather, cold water, and sudden marked increases in competition. 

From its inception on February 1, 1966 to March 31, 1968 the Fixed Fishing Gear 
and Shore Installations Indemnity Account showed net premium income of $12,000 and 
claims paid of $46,000. A consequence of the first year’s experience was amendments to 
the rate structure in July 1967 which it was felt might result in an improved actuarial 


———— . ome 
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picture. In October 1968, however, the Department announced the immediate dis- 


continuance of this part of the Indemnity Plan because of insufficient participation by 
fishermen. 


95. Free accommodation for international commission without parliamentary sanc- 
tion. In our 1965 Report we expressed the view that subsidy in the form of free accom- 
modation provided to international commissions should be drawn to the attention of 
Parliament in the annual Estimates. We referred to the case of the International Com- 
mission for the Northwest Atlantic Fisheries which was occupying space in a govern- 
ment-owned building in Dartmouth, N.S., without any rental charges. This situation 
has continued and the present lease provides for occupancy to J uly 31, 1970. 

In the interests of effective disclosure to Parliament, subsidization of this Com- 
mission should be revealed in the Estimates either by the Department of Fisheries, 
which supervises Canada’s participation in the Internationa] Commission, or by the 
Department of Energy, Mines and Resources, which has jurisdiction over the building. 


96. Continued upkeep of facilities by the Maritime Marshland Rehabilitation 
Administration. In our past two Reports (paragraph 75 in 1967) we referred to the 
substantial costs incurred under agreements entered into in 1949 with the Provinces 
yf New Brunswick and Nova Scotia, pursuant to the Maritime Marshland Rehabilitation 
Act, R.S., c.178. We stated that the provisions of the Act indicated that Parliament 
1ad intended the Provinces to assume responsibility for operation and maintenance of 
he works concerned without undue delay upon completion, but neither Province had 
een required to do so. Instead, arrangements had been made for Canada to continue 
neeting the upkeep costs until March 31, 1970. 

During the year, $152,000 was expended for administration, operation and main- 
enance, and $1,331,000 for construction of works, charged to Votes 25 and 30 of the 
Jepartment of Forestry and Rural Development. This brought to $25,025,000 the total 
xpenditure on these facilities over the period from their inception to March ol, 1968. 

We have been informed that as of April 1, 1968 the Province of Nova Scotia had 
ssumed operational responsibility for 66 of 86 projects and the Province of New 
runswick for 32 of 40 projects. 


97. Property purchased for substantially more than appraised value. The Depart- 
rent of Forestry and Rural Development required land within a reasonable distance of 
8 Winnipeg laboratory on which to initiate the development of a tree research nursery 
nd test area in the spring of 1968. The Department decided that a parcel of land com- 
rising approximately 140 acres located in the Rural Municipality of Springfield would 
leet requirements. The Department of Public Works was asked to carry out preliminary 
gotiations and in December 1967, after a detailed study, found that the fair market 
ilue of the property, purchased for $9,200 by the owner in 1963 and 1964, was $21,000. 
he owner, however, asked $35,000, attributing the difference to the recreational value 
the property to him. 


54 AUDITOR GENERAL’S REPORT, 1967-68 


The Department of Forestry and Rural Development did not favour expropriatior 
proceedings because this might delay final settlement until the following fiscal year wher 
funds for the purpose would not be available. Accordingly, Treasury Board approval was 
sought to purchase the property at the asking price of $35,000. Initially the Departmeni 
was informed by the Board’s secretariat that another evaluation of the land was required: 
that if it were comparable to that made by the Department of Public Works, expropriatior 
would be proposed. However, after further representations by the Department for ar 

early conclusion of the purchase, the Treasury Board approved of the $35,000 price anc 
payment was made in March 1968. 


98. Loan to Indian band recorded as a grant. In March 1967 an Indian band soughi 
financial assistance of $20,000 from the Department of Indian Affairs and Northern Devel 
opment to meet expenses in connection with the negotiation of a settlement for Reserve 
lands expropriated by The St. Lawrence Seaway Authority. The Department, while agree: 
ing to seek Treasury Board approval of the payment, attached certain conditions, one 
being that the assistance sought would be recoverable from the moneys which would be 
paid eventually to the band by the Authority. The band agreed to this condition. | 

Treasury Board authority to make the payment as a grant was obtained but there 
was no reference to the repayment requirement in the submission to the Board. The pay- 

ment which followed was charged to the Department’s Vote 5, specifically to an allotment 
for “Band Council Grants, including Reserve Improvement Grants”. 

In our view the payment was a loan and should have been recorded as such insteac 
of being charged as an expenditure of the year. | 


99. Loan to co-operative association recorded as a grant. In 1965 the Indian anc 
Metis people of the Wabasca area of Alberta formed a co-operative association as a logging 
and lumbering entity. By early 1968 the timber adjacent to the Wabasca community wat 
largely depleted or was committed to other interests, and it was evident that the existence 
of the enterprise would depend on the acquisition of two timber quota licences at a public 
auction sale to be conducted in February by the Alberta Forest Service. 

The co-operative arranged with a provincial Crown corporation to advance the 
funds which it was felt would be required. When it became apparent at the auctior 
sale that available funds would be insufficient, a last-minute appeal was made t 
regional officers of the Department of Indian Affairs and Northern Development te 
match the funds provided by the corporation. An undertaking to make $15,000 availa 
resulted in the quota licences being obtained. 

The corporation paid the full amount required and sought reimbursement of the 
$15,000 advanced on behalf of the Department, at the same time undertaking to rep | 
resent the Department’s interest in the matter on a continuing basis. Payment of the 
$15,000 in March 1968 was charged to the Department’s Vote 5, which provides fol 
administration, operation and maintenance expenses of the Indian Affairs Branch. 

Although a formal agreement remains to be signed, it is evident that the money!’ 
advanced to the co-operative will be the subject of a loan agreement between the 
corporation and the co-operative and that repayments made by the co-operative wil 
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ye shared by the corporation equally with the Federal Government. In our view the 
yayment was a loan and should have been recorded as such instead of as an expenditure 
yf the year. 


100. Accounting for advances to Indian bands for housing construction. Paragraph 
0 of our 1967 Report referred to a program of the Department of Indian Affairs and 
Northern Development for the construction of houses on Indian reserves. Conditions 
ad been established under which responsibility for the program and related financial 
esources would be transferred to Indian bands considered to be capable of managing 
heir own affairs and interested in doing so. 


One of the conditions approved by the Treasury Board was that “25% of the 
unds for the total annual program will be advanced at the start of construction, and 
he balance will be advanced as and when required pursuant to the Band submitting 
certified statement of account”. We reported that in 1966-67 approximately $100,000 
ad been advanced from the Department’s Vote 35 and permitted to remain as a 
harge to the appropriation, although no accounting for the advances had been made 
y the year-end. 

Further advances amounting to $329,000 were recorded as expenditure during the 
ear. We have been able to establish the existence of statements of account in various 
rms totalling only $29,000 for 1966-67 and $150,000 for 1967-68. 

Another requirement is that each band will “appoint a professional auditor who 
ill set up an adequate system of accounting and records and will perform an annual 
idit of the books and records”. The audit reports submitted certify to expenditures 
- $186,000 during the two-year period ending March 31, 1968. Departmental officials 
tach greater importance to the audit reports than to the certified statements of 
count. ‘he importance of the reports is unquestioned, but we remain of the opinion 
at advances should not become a final charge to Vote 35 before a satisfactory account- 
g is made. 


101. Cost of acquisition of heavy equipment, Williams Lake, B.C. In 1965 a local 
anager of the Indian Affairs Branch of the then Department of Citizenship and Immi- 
ation arranged with a supplier for the rental of a “tree farmer” at the rate of $950 per 
onth for purposes of a forest training project. 

In August 1967, when 17 months rent totalling $16,150 had been paid, the equip- 
ent was purchased at the regular cash price of $14,903. The supplier allowed 90% of 
erent paid, $14,535, to apply on the purchase price and the balance of $368 was paid 
the Department. The total paid for the equipment was therefore $16,518, or $1,615 
excess of the cash price. 

In 1966 a second piece of equipment, a “wheeled loader”, was rented from the same 
pplier at a rental of $2,500 per month. Rental of $30,000 was paid over a 12-month 
riod, after which the equipment was purchased for a further payment of $24,500. This 
ought the actual cost to $54,500, which was $2,400 in excess of the supplier’s original 
Otation of $52,100. 
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A significant factor in both cases was that when the need for the equipment aros: 
the local manager found that his capital allotment was insufficient to permit purchase 
while his operation and maintenance allotment enabled him to enter into rental-purchas 
arrangements. The net result of the failure to observe normal purchasing practices was ; 
cost of $4,015 in excess of what otherwise would have been the purchase price. 


102. Inadequate accounting and financial control procedures, Indian agencies. I 
paragraph 81 of our 1967 Report we commented upon the results of our examination o 
a number of the field offices maintained by the Department of Indian Affairs and Northen 
Development for the administration of its programs for the Indian population. We pointer 
to the need for a strengthening of financial control over field activities and described th 
areas of particular concern. 

Altogether there are 68 of these offices and visits to nine of them in 1967-68 agail 
produced numerous criticisms, the more significant of which generally fell into the sam 


categories as those reported previously: | 


1. UNSATISFACTORY CASH HANDLING PROCEDURES. In almost every case the procedures fo 
the control of cash received through the mail were inadequate. Several instances wer 
noted in which the disposal of moneys on hand or in the bank had been unduly delayec 


2. LACK OF PROPER INTERNAL CONTROL. The division of duties among office personnel wa 
inadequate in three instances. At most locations control over pre-numbered financie 
forms was either unsatisfactory or non-existent. Weaknesses in safekeeping and signin 
procedures were also observed. 


3. UNSATISFACTORY ACCOUNTS RECEIVABLE PROCEDURES. The follow-up of outstanding a 
counts was to a major extent unsatisfactory, and certain deficiencies were noted in th 

. e . I 

records and procedures and in the preparation of the annual report of indebtedness. 


4, UNSATISFACTORY STORES AND EQUIPMENT CONTROL PROCEDURES. Inadequacies in th 
records were found at two offices. At one, revenue from the sale of equipment had bee 
deposited in the trust bank account instead of to the credit of the Receiver Genera: 
and delivery had not been taken of a piece of equipment purchased from an India 
band more than a year earlier. 


5, INADEQUATE PAYROLL RECORDS AND PROCEDURES. Shortcomings in the registration of ai, 
tendance existed at three locations. 


6. UNSATISFACTORY WELFARE ADMINISTRATIVE PROCEDURES. In several instances the ca 
culation and documentation relative to welfare assistance was found unsatisfactory. 


7. QUESTIONABLE MANAGEMENT OF BAND FUNDS. Section 68 of the Indian Act, R.S., c. 1H! 
enables the Governor in Council to permit a band to control, manage and expel i 
whole or in part its revenue moneys. Although it is a condition of this arrangement the. 
there be an annual audit of the band’s financial records, it was noted at one office thé 
two bands which had received such permission some time before had not appointe 
auditors. At another office the auditors in two cases had drawn attention to inadequacit 
in the records and procedures and in three cases had indicated inability to express a 
opinion on the financial statements because of like deficiencies. The capital accoun’ 


of two of the bands had been used to finance revenue fund operations and to guarante 
revenue fund bank loans. | 


| 
| 
| 


UNSATISFACTORY PROCEDURES WITH RESPECT TO LOANS MADE UNDER SECTIONS 64(h) AN) 
69 OF THE INDIAN Act. The major criticism in this connection continued to be the lac, 
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of positive action in the collection of amounts due under loans, During the year the 
outstanding loans made from the Consolidated Revenue Fund under section 69 of the 
Act increased from $1,112,000 to $1,447,000, and the arrears from $400,000 to $476,000. 
During the same period the outstanding loans from the capital funds of bands under 


section 64(h) increased from $183,000 to $218,000, and the arrears from $124,000 to 
$162,000. 


We have been informed by the Department that remedial action has been taken 
t most of the offices examined. In addition, an internal audit group has been established 
nd general instructions have been issued with regard to payroll records and procedures, 
iternal control, the annual report of indebtedness and the audits of bands managing 
heir Own revenue moneys pursuant to section 68 of the Indian Act, 


103. Inadequate control of stores at northern locations. In our past three Reports 
paragraph 77 in 1967) reference has been made to the unsatisfactory control of and 
scounting for stores at northern locations. In its Highth Report 1966-67 the Public 
ccounts Committee expressed concern and urged the Department of Indian Affairs 
nd Northern Development to establish adequate controls on all stores in the North 
ith the least possible delay (see Appendix 1, item 41). 


No audit examinations of stores in northern locations were made during the year. 
'e have been informed that, while improvement of the stores situation in the North 
as not been rapid because of difficulties in recruiting suitable staff, progress has 
en made. 


It is our intention to review this situation in the course of examinations at northern 
cations in 1968-69. 


104. Inadequate accounting and financial control procedures, Fort Smith, N.W.T. In 
ir 1965 Report we drew to attention major inadequacies in the accounting and financial 
ntrol procedures in the district and regional offices of the Department of Northern 
fairs and National Resources (now the Department of Indian Affairs and Northern 
evelopment) at Fort Smith. In paragraph 78 of our 1967 Report we pointed out that 
follow-up examination in April 1967 had revealed conditions to be substantially the 
me and we noted that the Department had organized a special study team which was 
proceed to the Mackenzie District in the autumn of 1967. The activities of this group 
re to include an on-the-spot appraisal of the critical comments that had arisen from 
r earlier examination. 

We were later informed that, although the staffing problem referred to by us in prior 
ars continued to give concern, steps had been taken both before and during the study 
im’s assignment to effect improvements in the general areas of internal control, accounts 
ivable and accounts payable. Many of the functions formerly carried out by the De- 
rtment have since been assumed by the Government of the Northwest Territories and 
understand that this transfer of responsibilities will be completed by April 1, 1969. 

An examination during November 1968 of those activities remaining with the Fort 
uth regional office provided evidence both of improvements and continuing shortcom- 
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ings. A register of accountable forms instituted in October 1968 did not record supplies 
of these forms received before its inception. Delays were noted in the remitting of 
moneys by outlying offices to Fort Smith. Of the outstanding accounts of the Department 
of National Health and Welfare of $25,000 referred to in last year’s Report, $8,000 had 
been collected leaving $17,000 still outstanding. Positive action towards the collection 
of water and sewer accounts owing at the time of our previous visit was not apparent. 
The processing of accounts payable continued to be subject to delays. Reconciliation of 
the stores working capital account was under way for the first time since October 1966. 


105. Additional costs resulting from airlifts of fuel oil to meet shortages. During the 
year the Department of Indian Affairs and Northern Development found it necessary tc 
meet fuel oil shortages at three locations in the Northwest Territories by air rather thar 
water transportation at an additional cost of approximately $48,000. | 

Shipments to Coppermine and Gjoa Haven resulted in extra costs of about $35,300 
A departmental investigation revealed three basic contributing causes: | 


(1) inadequate consumption records which made it impossible to determine in any partic. 
ular location the exact fuel oil requirements; | 


(2) failure to make allowance for increased demand arising from public housing programs 
pressures for increased lighting, increased use of electrical appliances, etc. ; and | 


(3) only partial filling of the bulk storage tanks during the 1966 shipping season because 0 
budgetary restrictions. | 


The Department has since taken steps to ensure that adequate oil consumptior 
records are maintained and that estimates of future requirements make provision fo 
new construction, new diesel equipment, and increased consumer demand. In any case 
general policy will be to fill tanks to capacity from the tanker ships. 

A shipment to Pond Inlet cost an additional amount of about $12,700. In thi 
case the shortage that required the airlift was due mainly to two accidents. A depart 
mental tractor broke a fuel line running from the bulk storage tank resulting in th 
loss of several thousand gallons of oil. As the loss would not have occurred if a valv 
close to the tank had been closed, field officers have been reminded that valves mus 
be kept closed when not in use. The second accident involved the pumping of abou 
3,000 gallons of water into the bulk tank by the Department of Transport tanker shi 
when in the process of discharging cargo in 1966. The error was not discovered unti 
after the departure of the ship. | 


} 
‘ 


} 
| 
106. Co-ordination of research and development assistance to industry. The Crow) 
stimulates industrial research and development by means of general grants authorize: 
by the Industrial Research and Development Incentives Act, 1966-67, c.82, which ar 
available to all Canadian industrial firms carrying out research and development, ant 
by the following programs designed to meet specific needs: 


(1) a program to sustain technological capability in Canadian industry by supporting s¢ 
lected defence development projects administered by the Department of Industry; 
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(2) a program to promote and strengthen the research capability of Canadian industry in 
defence technologies, administered by the Defence Research Board; 


(3) a program to stimulate the interest of Canadian industry in promoting the establish- 
ment of new industrial research facilities and the expansion of existing facilities, ad- 
ministered by the National Research Council; and 


(4) a program to advance the technological capability of the Canadian manufacturing in- 
dustry by supporting selected civil (non-defence) development projects, administered 
by the Department of Industry. 


Other substantial amounts of Crown research funds are available to industry in 
he form of (a) research and general development costs included in overhead charges to 
sovernment contracts, and (b) specific contracts for research and development of special 
quipment. 

Scientific and technical co-ordination of the above specific programs is provided by 
our interlocking committees—one for each of the specific programs—whose members 
re drawn from the department or agency administering the program and from other 
nterested departments, with observers from the staff of the Treasury Board. A member 
ometimes serves on each of the four committees which are: 


Interdepartmental Committee, Defence Export Development 
Advisory Committee on Defence Industrial Research 
National Research Council Advisory Committee on Industrial Rescarch Assistance 


Program for the Advancement of Industrial Technology Advisory Committee 


In our opinion, consideration should be given to a reassessment of this interlocking 
dvisory committee method of achieving scientific and technical co-ordination of the 
arious programs, taking into consideration whether: 


(1) the classification of programs as defence and non-defence is still appropriate; 
(2) the programs should be administered by a number of different government agencies; and 


(3) co-ordination should embrace independent industrial research and development projects 
whose costs are included in overhead charges applied to government contracts, and spe- 
cific procurement contracts involving research and development of new products. 


With regard to financial co-ordination of research and development expenditure, 
msideration should be given to the maintenance of a central record of payments by 
‘ojects and companies, possibly in the Department of Industry. In addition to provid- 
g for overall financial co-ordination of the various programs, such a record would 
‘ovide the Department with information essential to the administration of the Indus- 
lal Research and Development Incentives Act and enable the Audit Services Branch 
the Comptroller of the Treasury to co-ordinate its audit effort and thereby make it 
ore effective by covering the projects under all programs engaged in by a company 
ing visited. An example of what can happen in the absence of such a central record 
given in paragraph 143 of this Report. 
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107. Ineffective expenditure by the Department of Industry. Vote 5 of this Depart. 
ment is provided: 


To sustain technological capability in Canadian industry by supporting selected defence 
development programs, on terms and conditions approved by the Treasury Board... 


Usually this objective is achieved by supporting development work which, when 
undertaken in Canada, serves to sustain technological capability in Canada and may 
result in subsequent production. 

During the year we noted that $552,000 of the $602,000 cost of a project definition 
study, financed entirely by Canada and charged to this Vote, was in respect of work 
conducted in the United States by the parent of a Canadian company. The study 
related to the development of armoured reconnaissance vehicles in co-operation with 
several other countries and was undertaken in the hope of gaining for Canadian indus. 
try some of the subsequent development work and some, if not all, of the eventua 
production contracts from interested governments. It was estimated that sales woulc 
exceed $100 million. The Department thought this expectation possible of fulfilmen: 
even though: 


(1) agreement on design of the vehicle would involve co-operation or some compromise it 
meeting the military characteristics desired by the several governments, which had al: 
ready led to the decision to consider development of two related vehicles with commor 
components rather than one vehicle as originally envisaged; | 


(2) it was estimated that the United States would purchase 80% of the vehicles and cou 
be expected to insist on a major share of production; 


(3) competition had been minimal because the Department had discussed the project only 
with manufacturers who had a Canadian production facility or who, with Crown assist: 
ance, were prepared to establish one; and 


(4) the United States parent of the Canadian subsidiary stated that if subsequent develop: 
ment and production engineering work began, it would move experienced managemen, 
and engineering staff to Canada to enable the work to be carried out to the fullest exten 
possible in Canada, but did not agree that it would bid for subsequent production con: 
tracts only Shalit the Canadian subsidiary. | 


On completion of the study the various governments expressed dissatisfaction with 
the proposal and several months later abandoned the co-operative venture. | 

The $552,000 spent for development work in the United States contributed littl: 
to sustaining technological capability in Canadian industry. . 

108. Area Development Account. In paragraph 230 of this Report we refer to thi 
liability item “Undisbursed balances of appropriations to special accounts”. Forminy 
part of this balance is an amount of $11 million credited to the Area Developmen’ 
Account pursuant to Department of Industry Vote 25c of 1967-68. | 

This appropriation was requested to provide the Department with additional com’ 
mitment authority required in the spring of 1968 and with the additional spending 
authority which it expected would be required in 1968-69. 
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Vote 25c provided the required authorities but the manner in which the additional 
spending authority was requested of Parliament is questionable because, contrary to 
section 25 of the Financial Administration Act, it resulted in an appropriation of $11 
million in the 1967-68 fiscal year which was not required in that year as there was an 
unspent balance of some $34 million of the amount appropriated by section 5(1) of 
the Area Development Incentives Act, 1 965, c.12. 

Furthermore, the balance in the Area Development Account is misleading in that 
t is not the total amount available for the purposes of the Act, which at March 31, 
L968 was in fact $45 million and not $11 million as shown in the Account. 


109. Failure to collect moneys due the Crown. Under its program to sustain tech- 
iological capability in Canadian industry by supporting selected defence development 
rojects, the Department of Industry entered into an agreement with a company in 
March 1965 to share in the cost of a project for the development of three range and 
lirection finders. With the approval of the Treasury Board, the Crown was to con- 
ribute up to $3,945,000 and the company $585,000. 


The agreement provided that proceeds from the sale of these models, excluding 
pares, manuals, etc., would be shared as follows: 


First sale — Company 100% 
Second sale — Crown 50% 

— Company 50% 
Third sale — Crown 100% 


In late 1967 the Canadian Commercial Corporation, on behalf of the Crown, entered 
1t0 an agreement with the company to sell the three units the company was manu- 
turing. No provision was made in the agreement with the company for division 
[ the payments as provided in the agreement between the Department and the com- 
any. Accordingly in October 1967 the Corporation collected and remitted to the 
mpany $194,000 and $172,000 representing instalments of 75% of the selling prices 
' the first two units. In view of the agreement to share equally in the proceeds of 
le second sale, the company should not have been paid $86,000 (50% of $172,000) 
hich was due the Crown and which should have been turned over to the Department 
) be held on deposit pending delivery of the equipment. 


110. Admiralty courts. In our 1966 Report and again in our 1967 Report (paragraph 
») we referred to weaknesses that our annual examinations had disclosed in the admin- 
ative arrangements for the Admiralty courts. Further examinations carried out during 
67-68 at the courts in Charlottetown, Halifax, Quebec, Montreal, Toronto and Van- 
uver disclosed that action had not been taken on many of the criticisms contained in 
ir two previous reports to the Department of Justice and that there had been little 
provement in these arrangements. We again advised the Department that: 


(1) rules and regulations with respect to the handling of funds were not being observed 
in some courts; 
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(2) accounting records were inadequate in some cases; and 


(3) specific and detailed instructions should be provided to the registrars on 
(a) the records to be maintained, 
(b) the type of bank accounts to be used, 
(c) the disposition of interest earnings on funds deposited into courts, etc. 


The need for administrative improvements was clearly demonstrated subsequent to 
our most recent examinations when, following a break-in at the Montreal registry office 
in May 1968, investigations by officers of the Comptroller of the Treasury and the 
R.C.M.P. disclosed a deficiency of $17,100 of which at least $16,000 had been embezzled 
by the registrar. A total of $10,500 has since been recovered. The fraud had been perpe- 
trated over a period of two years by misappropriation of funds of the Court as they were 
received and by irregular withdrawals from trust funds. The amount of the embezzlement 


was established after securing access to the personally controlled bank accounts of the 
registrar and by an extensive examination of case files of the Court. 
In reporting to the Department on this Court after our examinations in 1965-66 ait 


1966-67 we had pointed out that: | 


(1) inadequate accounting records made it impossible to verify transactions; | 
(2) certain payments out of court were neither supported nor explained; | 
(3) trust funds were held in personal bank accounts of the registrar; 
(4) rules of the court were not being observed; | 
(5) fees of office to which he was not entitled were being retained by the registrar; and | 


(6) petty cash funds were not segregated from personal funds. 


In October 1968 the rules of the Exchequer Court and the Exchequer Court in Ad- 
miralty were changed to provide for the appointment of an administrator who will devote 
full time to the administrative side of the courts. We have been informed that considera-, 
tion is being given to having funds of the courts deposited to the credit of the Consol-, 
idated Revenue Fund in future instead of keeping them in individual bank accounts. | 

111. Existence of annuitants. In our 1966 Report we stated that the Government 
Annuities Branch, in response to observations we had made on the possibility of pay: 
ments being continued after annuitants were deceased, proposed to obtain confirmation 
of the existence of some one-third of the persons to whom annuities were being pai. 
directly. On the basis of the results obtained from this comprehensive test, the Branch 
was to determine whether there is practical value in obtaining periodic life certificates 
from annuitants. | 

Last year we reported (paragraph 83) that the Branch had mailed certificates 
to 28,000 annuitants and that, although the final results of the test were not availallel 
the overpayments disclosed totalling $11,700, of which $8,100 had been recovered, 
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confirmed to us that a periodic confirmation of the existence of annuitants is essential. 
A further overpayment of $7,500 has been disclosed in the investigation of discrepancies 
arising from the initial test, all of which has been recovered, and the Annuities Branch 
1as undertaken to obtain life certificates from the remaining two-thirds of the annuitants, 
ilthough pressure of other work made it necessary to defer this assignment for a time. 


No further confirmations were obtained during the year but assurances have since 
een given that the survey of the annuitants not yet canvassed will be commenced 
n 1968-69. 


112. Mumcipal winter works incentive program. Incentive payments from the 


neeption of the first municipal winter works program in 1958 have amounted to $246 
nillion. 


Our 1967 Report (paragraph 85) contained a review of comments made in Reports 
f previous years on this program under which Canada, by agreement with all of the 
rovinces and the territories, has undertaken to pay a percentage of direct labour costs 
neurred on site on accepted winter works projects undertaken by municipalities, Indian 
ands and unorganized settlements. In these Reports we stated that our test examination 
f claims against the Federal Government indicated that the effectiveness of the 
rogram in providing benefits to those whom it was designed to assist was somewhat 
ss than its potential and that there was need for a more specific spelling-out of the 
erms of the agreements to set straight some questionable practices which had developed. 
Ve also reported that, with one exception in which no audits at the municipal level 
ere being carried out, satisfactory examinations of expenditures were being made by 
r on behalf of the provincial auditors. 


The Public Accounts Committee in its Thirteenth Report 1966-67 expressed con- 
mm with the practices which had developed and stated that there should be a closer 
aison between the administering department and the auditors examining the winter 
orks expenditures for the provinces. It also requested the Auditor General “to con- 
nue to watch the situation closely and advise the House thereon in due course” (see 
ppendix 1, item 49). 


The terms and conditions of the agreements for the 1966-67 program year in- 
rporated changes designed to prevent any possible misunderstanding of the intent of 
le program and to curb the abuses which had developed. Because of the time lapse 
hich occurs between completion of projects by the municipalities and submission of 
nal claims by the province, the bulk of the reimbursement to the province is made in 
e fiscal year following that in which the costs are incurred by the municipalities. Ac- 
rdingly, our examination of claims and records in any fiscal year pertains to winter 
orks carried out in the preceding year. The examinations in 1967-68, therefore, presented 
e first opportunity to assess the extent to which the practices referred to in previous 
eports had been curbed as a result of the revisions to the agreements in 1966-67. These 
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showed that a substantial curtailment in the number of irregularities and abuses was 
achieved. Nevertheless, some of the same abuses continued to be encountered: 


1. Municipalities in one province in some instances contrived to have the wages of those 
employed on such winter works projects as curling rinks, skating rinks and other recrea- 
tional facilities rebated to them by permitting special clubs or committees to be set up 
to undertake the construction of these projects, with these clubs or committees in turn 
obtaining refunds of wages paid to their employees and transmitting them as ‘donations’ 
to municipalities, although the agreement is specific that “direct payroll costs” shall. 
include only the actual, out-of-pocket outlays of municipalities for work performed on 
site. 


2. Some municipal employees whose history of full-time employment with the municipality’ 
extended over a period of years were employed on winter works projects on the strength: 
of a certificate that in the absence of the project they would have been unemployed, 
although the agreement states that payments to regular and year-round employees of. 
the municipalities may not be included as claimable costs. | 


3. Overtime was sometimes worked under circumstances other than where immediate action 
was required to save a situation not foreseen, contrary to a term of the agreement. 


: 

4. Appropriate certification of a municipality or contractor, to establish the eligibility of 
workers for whom referral notices of the Manpower Division had not been obtained, was 

not always provided, as required. 


5. ‘Makework’ projects of little value were not uncommon in some areas. 


On August 30, 1968 the Prime Minister announced that the Federal Government 
would not provide incentives for municipal works in the winter of 1968-69. 

113. Adult occupational training program. Under the authority provided by the: 
Technical and Vocational Training Assistance Act, 1960-61, c.6, Canada entered into 
agreements with the various provinces whereby contributions were made towards the costs) 
to the provinces of providing technical and vocational training, including allowances paid’ 
to persons undergoing training. These agreements expired on March 31, 1967, at which 
time it was expected that new legislation pertaining to the occupational training of adults’ 
and the direct payment by the Federal Government of allowances to trainees would be in! 
effect. However, consideration of the proposed legislation was delayed when the debate on’ 
the Canadian Forces Reorganization was extended and the Adult Occupational Training 
Act, 1966-67, c.94, was not passed by the House until April 26, 1967. It was assented to. 
on May 8, 1967. | 

In order to get the new program under way, including the payment of allowances, 
the Governor in Council approved regulations covering the adult occupational training 


program on March 30, 1967, to be effective April 1, 1967. The Order in Council states 
that the regulations are made 
pursuant to any enactment of the Parliament of Canada for defraying the several charges, 
and expenses of the public service from and after the 1st day of April 1967 that provides: 
for payment to or in respect of persons who are being afforded occupational training under 
the Adult Occupational Training Program, . | 
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In the absence of specific legislation covering the program, the regulations were 
broadened to include many of the provisions which were later included in the Adult 
Occupational Training Act. The authority relied on was Appropriation Act No. 3, 1967, 
1966-67, c.86, which included interim supply of one-twelfth of Vote 5 for the Depart- 
ment of Manpower and Immigration providing funds for payments in respect of persons 
who are being afforded occupational training under the adult occupational training 
program in accordance with regulations approved by the Governor in Council. 


The effect of these procedures is to initiate and define a program of adult occupational 
training by means of regulations for which the underlying authority is the text of an 
Appropriation Act providing interim supply. It is generally considered that an Act 
granting interim supply is concerned exclusively with money needs in succeeding weeks 
and is not regarded as otherwise legislating. 


114. Ex gratia payment to a special assistant to a Minister. Approximately six 
months after the resignation of a Minister, one of his special assistants advised that 
ne had continued to report to his office in Quebec City but that he was not being paid. 
he special assistant’s employment had automatically ceased on resignation of the 
Minister on December 17, 1965, in accordance with the provisions of the Civil Service 
Act, 1960-61, c.67, which was then in effect. Normally the amount of ex gratia payment 
0 a member of a ministerial staff separated from employment under these circumstances 
$ a month’s pay to compensate for leave not taken, overtime, etc., but, because the 
mployee continued to report regularly for work and carried out the duties which had 
een assigned to him by the former Minister, he was paid an amount of $2,876 for 
he period from December 17, 1965 to March 31, 1966. 


115. Joint auditing arrangements with respect to provincial corporations financed 
rom federal funds. Reference was made in paragraph 86 of last year’s Report to steps 
hat were being taken to appoint the Auditor General of Canada joint auditor with 
arious public accounting firms of provincial corporations formed to facilitate and 
romote research into the utilization and development of manpower resources. Costs of 
hese corporations, which were incorporated under provincial legislation, are borne by 
anada. At the year-end, corporations had been established in Prince Edward Island, 
Yova Scotia, Saskatchewan and Alberta. 

In accordance with the joint auditing arrangements which were established during 
he year, the accounts and financial statements of each of the corporations for the 
eriod ended December 31, 1967 were examined and reported upon to the Minister of 
fanpower and Immigration. By agreement with the individual public accounting firms 
1e detailed examination of the accounts was made by their staffs, with the Auditor 
eneral satisfying himself as to the adequacy and scope of the auditing program, review- 
ig the results of the examination with the joint auditor and participating in the prepara- 
on of and the reporting on the financial statements at the close of the year. 

Under the terms of the agreements with the provinces, Canada made available, from 
epartment of Manpower and Immigration Vote 25, initial grants totalling $340,000 
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to enable each of the provincial corporations to prepare a plan of operations, including 


an analysis of the economic and population situation in the area under study, and a 


budget for the first year of operations. The corporations spent from the grants, in the © 


period from the dates of incorporation to December 31, 1967, $177,000 for operating 


costs, comprising mainly organization expenses, salaries and fees to consultants, and 


$109,000 for the purchase of buildings, automotive equipment and office furniture and 


equipment. 


After January 1, 1968 additional funds in the amount of $3,050,000 were made — 
available to the corporations from Vote 25 to meet their budgeted expenditures. The — 
schedule below shows the dates of incorporation and the funds that were made available _ 


for each of these corporations to March 31, 1968: 


Date of Funds made 

Corporation incorporation available 
Alberta INewStartiineis: 20658). “eae ep hey eee eer August 9, 1967 $ 1,050,000 
Nova Seotia NewStartInc: 4. ps0. 2552s eee oe eee June 29, 1967 900 ,000 
Prince Edward Island NewStart Inc.....2:5 0.2 522g s os nearer oe August 23, 1967 900 , 000 
Saskatchewan Newstart INC... . 6.20 a. soe ee te iene August 10, 1967 540,000 


$ 3,390,000 


116. National Capital Commission contracts. In an examination of payments under 


contracts entered into by the National Capital Commission for works in the National | 


Capital area, the following instances were noted where, for various reasons, mostly beyond 
the control of the National Capital Commission, additional payments were made which 
brought no benefit to the Crown: 


1. CONSTRUCTION OF A SEWER BETWEEN CARLING AVENUE AND THE OTTAWA RIVER. When the + 


City of Ottawa objected to the lowest tender price of $1,104,000, which was $339,000 
higher than was originally estimated for this shared-cost sewer, forming part of the rail- 
way relocation project, award of the contract was delayed some three months until 
agreement with the City on a new cost-sharing formula was reached. The low bidder 
then refused to enter into a contract unless he was reimbursed for additional costs aris- 
ing from winter conditions and escalating construction costs. New tenders were called, 


the lowest tender of $1,289,000 being accepted. The cost of the delay was $185,000, — 


which was borne by the Commission because of the refusal by the City to pay more 
than the amount which had been negotiated as its share of the cost under the original 
tender. 


2. CONSTRUCTION OF OVERHEAD RAIL sTRUCTURES. The City of Ottawa, despite a written 


agreement with respect to sharing costs of these structures, withheld approval of a con- | 
tract pending receipt of a feasibility study on the elimination of the Beachburg railway © 


line. The consequent delay in the award of the contract for $1,493,000 resulted in addi- - 


tional costs to the Commission of approximately $98,000 for winter construction. 


3. OTTAWA RIVER PARKWAY BRIDGES. A submission was made to the Treasury Board on 
August 25, 1966 for approval of a contract in the amount of $742,000 for the construc- 
tion of these bridges, for which tenders had been received on July 26, 1966. The Treasury 


— 
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Board considered the proposal on September 26, 1966 but as the Commission had over- 


expended its capital budget the Board referred the matter to Cabinet before approving 
the contract. 


As the contract was not awarded within the 60 days specified in tender documents, 
the low tenderer was not bound to enter into a contract for his tendered amount. In order 
to complete the Ottawa River Parkway in time for Centennial Year new tenders were 
not sought. Instead, negotiations were entered into with the low tenderer which resulted 
in the payment of an additional $92,000 to compensate him for carrying out the work 
during the winter months. 


4. REPLACEMENT OF CIRCUIT BREAKERS. Shortly after the installation of circuit breakers in 
electrical pits below the surface of the passenger walkways at the new Ottawa railway 
station, they were damaged as the result of faulty drainage in the pits. The circuit 
breakers were relocated above ground at a cost to the Commission in excess of $50,000. 


5. DEPOT BUILDING. A contract was awarded for the construction of a depot building at a 
cost of $35,900. The project was later abandoned when the soil at the proposed site, 
which had not been tested, proved unstable. The contractor was reimbursed his out-of- 


pocket expenses of $12,800, mainly for underground services, and the architect was 
paid $1,800. 


117. Penalties for late payment included in grants in lieu of taxes. The National 
Capital Commission is an agent of the Crown and property held by it is Crown property 
with respect to which the Commission is empowered by the National Capital Act, 
1958, c.87, to pay grants to local municipalities not exceeding the taxes that might be 
levied by the municipalities on real property if that property was not Crown property. 

It is a policy of the Commission, when a grant in lieu of taxes is paid after the date 
on which unpaid taxes levied by the municipality become subject to penalty, to increase 
the grant by an amount equivalent to such penalty. Under this policy, penalties 
amounting to $4,700 were paid to municipalities during the year. 

In our opinion the taxes that might be levied by a municipality can only be 
salculated by applying the effective rate of the real estate tax levied in the municipality 
in the year to the accepted value of the Crown property and, as the Commission is not 
empowered to pay grants exceeding taxes that might be levied, it lacked authority to 
day these penalties for late payment of the grants. 


118. Award to an employee released during the probationary period. Following a 
learing under the grievance procedure provided by Part IV of the Public Service Staff 
telations Act, 1966-67, c.72, an employee of the National Capital Commission was 
warded six months’ pay, $5,100, by the adjudicator “to vindicate the wrongful termina- 
ion of his permanent status as a public servant”. The employee had been released during 
lis probationary period. 

Before employment by the Commission, the employee had worked for eight years 
n various government departments. The Public Service Employment Act, 1 966-67, O71 , 
rovides that, where an employee who has been appointed from within the Public Service 
s rejected for cause during the probationary period, he will be placed by the Public 
ervice Commission on an eligible list. Although the adjudicator agreed that the employee 
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had been rejected for cause, he ruled that he “ought not to have been discharged, but 
rather ought to have been offered employment within the N.C.C. at his former level, 
or placed on an eligible list for such employment”, and he ordered that the employee 
be compensated in an amount equal to six months’ pay because the National Capital 


Commission is not subject to the Public Service Employment Act and does not maintain © 


eligible lists such as are referred to in that Act. 


119. Travel by private motor car. In previous Reports (paragraph 87 in 1967) we | 
have noted that as no receipts are required to support reimbursement of travel claims | 
submitted by service members who use private motor cars for their own convenience | 


on temporary duty trips, special leave, etc., and who are allowed to claim their expenses on 


the basis of all-inclusive mileage rates which cover transportation, meals and accom- 
modation, there was no direct evidence that the trips had been made in the manner | 
claimed. Therefore, we had suggested that the Department of National Defence require | 
the claims to be supported by a special certificate of an officer who has knowledge that — 


the trip was actually undertaken as claimed. We also noted that the Department had 


declined to accept the suggestion and consequently that we could not establish that all 


claims of this type were bona fide. 


In the course of our examination of travel claims during 1967-68 we continued to | 


experience difficulties in establishing to our satisfaction that all trips involving the use | 


of private motor cars were made in the manner claimed. 


120. Fraudulent travel expense claims submitted by personnel of the Canadian 
Forces. Regulations of the Department of National Defence entitle an officer or man 
when on duty away from his base or unit for a period of 24 hours or more to claim his 
actual and reasonable expenses incurred for lodgings. Service orders limit the maximum 
per diem amount payable in Canada to $12.50 for officers and $9.50 for men, and require 
that the actual costs incurred, in excess of $2.50 a day, be substantiated by receipts. In 
addition, meal expenses are reimbursed at a daily rate of $6. 

Reimbursement of lodgings and meal expenses in accordance with these regulations 
and orders was made to 48 members of an element of a Canadian Forces unit on tem- 
porary duty in Ottawa during the period April to October 1967. In the course of Service 
internal checking procedures, the validity of receipts for lodgings which supported 
payment came under suspicion and, after an investigation of their travel claims by the 
Department, 42 were found to be fraudulent. 

The loss to the Crown was established at $15,200. Of this amount $14,800 was 
recovered from the service members concerned and steps are being taken to recover the 
balance of $400 from a released member. In addition to being required to repay the 


amounts wrongfully claimed, all were reprimanded and some were also fined from $10 — 


to $25. 


In another instance an investigation by Service authorities revealed that 12 out 
of 15 members of an Armed Forces group had submitted fraudulent travel claims sup- 
ported by false receipts for lodgings and for laundry and dry cleaning expenses. Sub- 


COMMENTS ON EXPENDITURE AND REVENUE TRANSACTIONS 69 


sequently the amounts wrongfully claimed, totalling approximately $875, were either 
deducted from the travel claims which had been withheld from payment during the 
investigation, or repaid by those members already reimbursed. The disciplinary action 
aken was to impose a fine of $50 on one member and fines of from $10 to $25 on ten 
thers. One case is still pending. 


121. Use of departmental vehicles. The situation commented on in our 1967 Report 
‘paragraph 88) regarding the use of Department of National Defence vehicles remains 
mchanged. 

The use of vehicles for the purposes of dependants’ recreation and shopping, contrary 
o Treasury Board policy, continues to be permitted under departmental administrative 
rders. The special study of the use of staff cars and chauffeurs by senior officers, which 
vas begun in 1966, has not yet been completed. Cars and chauffeurs continue to be 
ssigned to senior military officers for their use, including transportation between office 
nd residence. However, pending clarification of departmental policy on the use of staff 


ars, the Treasury Board recently withheld approval for further procurement of such 
ehicles. 


122. Pension awards effective at an early age. In previous Reports (paragraph 92 
1 1967) we have commented upon the number of servicemen being retired with 
nmediate annuities at an early age, in some instances under 30. Although the amounts 
f these annuities are not large due to the short periods of service, the potential cost is 
ibstantial because of the relatively longer life expectancy. During the year an additional 
19 servicemen aged 40 and under were released with immediate annuities aggregating 
332,000, ranging in amounts from $187 to $2,926. This brings to 1,407 the total number 
r servicemen aged 40 and under released during the past three years, with immediate 
nuities totalling $2,016,000. 

During this time the Department of National Defence has considered the advisability 
Introducing deferred pensions similar to those available to civilian employees and 
e reported last year that it had completed a review of the Canadian Forces Superannua- 
on Act, 1959, c.21, and submitted its proposals to a committee of the Cabinet. 

We understand that the Cabinet’s final consideration of the departmental proposals 
is been deferred until certain financial questions have been resolved (see Appendix 1, 
am 15). 


123. Subsidization of non-public fund activities by the Crown. Messes, recreational 
cilities and sales outlets are among the facilities operated for the benefit of the Armed 
ees that involve both public and non-public funds. Generally speaking, messes and 
creational facilities involve non-public funds only to the extent that they are equipped 

constructed beyond authorized scales or staffed in excess of established positions, 
lereas sales outlets are usually regarded as wholly non-public fund activities. How- 
er, there has never been specific authority governing the extent of public subsidization 
these facilities. 
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Subsidization includes the provision without charge of accommodation and utilities, 
Armed Forces equipment such as vehicles, civilian and military personnel, and accounting 
and other services. The full extent of this subsidization, however, cannot be determined 
as the Department of National Defence has never attempted to segregate all relevant 
costs. The following table based on a 1966 survey by the Department gives an indication 
of the cost of subsidization in the form of manpower, amounting to over $7 million 
annually: 

Manpower costs borne by 


Public Non-public 
funds funds 


Officers’ and sergeants’ messes, excluding normal food service operations .$ 2,703,000 $ 1,202,000 


Merchandising (central warehouses and dry canteens)..........-+--+++- 1,716,000 3,135,000 
Wet canteens, golf and curling clubs............. cess eee eee cere eee cees 722,000 1,100,000 
Asoounting supportasdcas cow ais > temas gamer iin Nie ie met ocee 1,940,000 225,000 


AU IMIStr atin ois ss uc eos os ew wie x cian, a0a tb, Bible Sete Were le ata iar a 32,000 477 ,000 


$ 7,113,000 $ 6,139,000 


Prior to the integration of the Forces, non-public fund activities were operated 
differently in each of the three Services. However, the responsibility for administering 
a common system of non-public fund operations in the Canadian Forces was recently 
assigned to a new departmental directorate known as “Personnel Support Programs’. 
The actual costs borne by the Crown in respect of non-public activities are not known. 
It is essential that, as a prerequisite to the establishment of adequate management 
control, such costs be determined and a policy established to govern the extent to which 
non-publie fund activities may be subsidized. The Department has advised us that a 
policy review is under active consideration. 


124. Assistance to provinces by the Armed Forces in civil emergencies. In its Sixth 
Report 1964-65, presented to the House on October 20, 1964, the Public Accounts Com- 
mittee noted that certain provinces had not settled outstanding accounts with the 
Department of National Defence relating to assistance provided by the Armed Forces 
in civil emergencies. As the Department had not been successful in collecting these 
accounts they had been referred to the Executive for direction (see Appendix 1, item 14). 

No direction has yet been received and in the meantime the Department has 
expended a further $20,000 in 1965 and $215,000 in 1967 in assisting two provinces at 
their request, formal agreements having been obtained to reimburse the Government 
for all expenses to be incurred. Notwithstanding these agreements, Canada has not been 
reimbursed. | 

During 1967 a cost of $80,000 was incurred by the Department of Transport in 
providing similar assistance to one of the provinces. This amount also remains unpaid. 

The amounts owing to the Departments of National Defence and Transport by four 
provinces are $705,000, $77,000, $43,000 and $20,000. 
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In our opinion the appropriations of the Departments of National Defence and 
Transport do not provide scope for the absorption of charges relating to assistance to 
provincial governments in civil emergencies and, to the above extent, these appropria- 
tions have been applied to a purpose or in a manner not authorized by Parliament. 


125. Excessive payments to municipal school board. In previous Reports (paragraph 
107 in 1967) we have referred to excessive payments estimated at $191,000 made during 
the years 1957 to 1965 by the Department of National Defence to a municipal school 
board under an agreement to provide schooling for dependent children of servicemen 
occupying married quarters at an RCAF station. 


The amount of the overpayment has now been established at $171,000 and it has 
been agreed that one-tenth of the amount will be withheld from payments to the school 
board each year until full recovery is made. Recovery in May 1968 of $34,000 for 1966-67 
and 1967-68 leaves a balance outstanding of $137,000. 


126. Inadequate control over Accountable Advances to aircraft repair and overhaul 
contractors for purchase of spare parts. The policy of the Department of National 
Defence over the years has been to contract with industrial concerns, through the 
Department of Defence Production, for the major overhaul, modification, etc., of equip- 
ment and to restrict its “in house” repairs to field maintenance work. The contractors 
were originally expected to maintain an adequate inventory of spare parts in order to 
‘provide the required service. 


During the Korean War the contractors found it difficult to finance the required 
stock of spare parts and moreover, due to profit limitations, they were reluctant to 
employ their own funds in procuring high risk items. Accordingly, the Department agreed 
to assist them in financing their expanding spare parts inventories by means of Account- 
able Advances. From the outset there was confusion as to the ownership of the inventories 
financed in this manner. 
| Accountable Advances were intended to be made available to a contractor only 
when it could be demonstrated that without such financial assistance he would have to 
assume an abnormal financial burden and risk in the acquisition of spare parts not 
stocked or procured by the Department of National Defence. The use of such funds 
was to be limited to the procurement of those items meeting all of the following con- 
ditions: (1) high value, (2) long lead time, (3) peculiar to Department of National 
Defence programs, and (4) not stocked by the Department. 
| At March 31, 1965 the value of Accountable Advance inventories was in the order 
of $32 million, excluding electronic spares which we understand totalled between $1 mil- 
lion and $2 million. In June 1968 Department of Defence Production officials estimated 
the value of all such inventories at that time to be $26.7 million, of which items valued at 
approximately $5 million were considered surplus to requirements. When such surpluses 

re sold, usually only 1% of the cost is realized. 

The regulations regarding the purchase and management of Accountable Advance 
Spare parts are contained in defence contracts and in a specification which forms an 
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integral part of these contracts. Although policy and the concepts upon which Account- 
able Advances were founded have remained basically unchanged over the years, there 
e been a number of instances in which the contractors have departed therefrom. 

We conducted an examination in the Departments of National Defence and Defence 
Production of procedures and departmental audit reports relating to Accountable Advance 
‘nventories and reported to the Department of National Defence in September 1967. 


Our findings are summarized as follows: 


hav 


1. Parts had been withdrawn from Accountable Advance inventories for commercial pur- 
poses without obtaining the necessary authority from the Department of Defence Pro- 


duction. 


2. Parts had been purchased unnecessarily when the identical items were already in the 
hands of the contractor as “free issue” stores, or could be obtained on that basis from 
Materiel Command inventories of regular maintenance spares. 


3. Some contractors had submitted inaccurate annual reports or had failed to report “free 
issue” items held in the Accountable Advance inventory. Since these reports form part 
of the information required by the Department of National Defence in planning the 
yearly reprovisioning of spares, the absence of reliable data results in the procurement 
of additional spares when the same items are in surplus supply in the contractors’ stores. 


4. Inadequate inventory control procedures employed by some contractors and differences 
between requirements forecast by the Department of National Defence and actual re- 
quirements had resulted in the accumulation of slow-moving or inactive items. 


5. Some contractors followed the practice, not provided for in the regulations, of pooling 
the Crown’s and contractor’s funds in the operation of a common repair and spare parts 
inventory serving both military and commercial contracts, with the Crown advancing 
the contractor a portion of the cost of his purchases of stores on a pro rata basis relative 
to the ratio of military to commercial business. This practice has the advantage of re- 
stricting the Crown’s losses on disposal of surplus parts to a proportional amount based 
on the ratio of the company’s military to commercial business. 


6. Low value items, which the contractor could reasonably be expected to finance from his 
own resources, were sometimes financed with Accountable Advance funds. 


~J 


Parts manufactured for the Crown by one major contractor and held by him for issue 
to other repair and overhaul contractors are not under financial control by either the 
Department of National Defence or the contractor and therefore it was virtually im- 
possible to verify the value of stores on hand. 


8. Accountable Advance inventories at contractors’ plants had not been verified by the 
Crown on a regular basis. 


9. Failure of the Crown to establish overall policies and provide explicit instructions had 


contributed to the undesirable manner in which some defence contractors were admin- 
istering Accountable Advance funds. 


From the foregoing it is apparent that the specification included in contracts for 
the purchase and management of Accountable Advance spares should be revised, the 
ownership of such spares should be clarified, and the responsibilities of the Department 


of National Defence, the Department of Defence Production and the contractor should 
be clearly defined. 
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) However, we have suggested that consideration first be given to whether the present 
HiPpe of financial assistance is the best means of minimizing the overall cost of major 
repair and overhaul work in view of (a) the difficulty of maintaining adequate controls, 
(b) the greater stability in present-day military programs in comparison with the 
conditions existing during the Korean War, and (c) the difficulties caused by the fact 


that both the Department of National Defence and the Department of Defence Produc- 
tion are involved. 


The Departments have been aware of the situation for many years and have been 

attempting to find a solution. On receipt of our report, the Department of National 
Defence instituted a joint study with the Department of Defence Production which led 
to the organization of a monitoring committee and a working group comprising senior 
representatives from the two Departments. The Department advises that all aspects 
of Accountable Advance inventories are now being studied with a view to making the 
present system more effective as a short-term goal, and to recommending alternative 
methods as part of a long-range solution. 
127. Hydrofoil development program. In last year’s Report (paragraph 97) attention 
was drawn to the cost of the hydrofoil development program. This program is for the 
Jevelopment of an anti-submarine-warfare hydrofoil craft of some 200 tons capable of 
yperating at high speeds in the open ocean. 


_ Approval was given for an engineering and feasibility study on the understanding 
hat the Naval Research Establishment design was not being duplicated in the United 
States Navy program and that the United States Navy would provide continuous 
‘echnical assistance and advice during the study. 


In May 1963, after two years of engineering studies and model tests, a contract 
vas awarded for the design and construction of a development prototype hydrofoil at 
in estimated cost of $9.1 million excluding the cost of sea trials and spares. At that time 
lelivery was scheduled for April 1966. As the project progressed the estimate of final 
ost approved by the Treasury Board was revised as follows: 


Estimate of final cost 


Fighting 
Date of estimate Hydrofoil equipment Total 
| OS OO I i ee $ 9,100,000 $ te $ 9,100,000 
' Sy CS Tectia Silieiats i aia Sia 11,326,000 = 11,326,000 
RUMOR Ry ey ee PPE, Is. 16, 300,000 =n 16,300,000 
EE EO Te Ce Ot Ae ee 16,300,000 4,355,000 20,655,000 
ES RU A 21,775,000 4,355,000 26,130,000 
a PIE Le i a 28,759,000 7,441,000 36, 200, 000 
ae ae ED re 35,992,000 7,930,000 43 , 922,000 
ee hs OT a ae 39,874,000 10,132,000 50,006 , 000 
ee ee 40,573,000 9, 433 ,000 50,006 , 000 


i 
; 


__ In order to stay within the estimate of $50,006,000, the Department decided to delay 
le installation of the fighting equipment and apply some of the funds allocated for this 
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purpose to completing the basic ship construction and doing as much trial work as 
funds would permit. Consequently, additional funds will be required in future years i¢ 
the installation of fighting equipment. 

In summary, the explanations given for the overall cost increase since April 1963 are: 


(1) inexperience of the contractor in this new field which gave rise to underestimates 01 
detailed design and production engineering requirements; 


(2) underestimates of sub-contract costs by both the contractor and the Department of De 
fence Production; 

(3) underestimates of the volume of manufacturing work, increased requirements due t 
engineering refinements, delays in production, increased shipping and material costs 
etc.; and 


(4) fire damage, consequent design changes and increased inspection and administration. 


By September 1968, $45.5 million had been expended on the program, an increase 
of $6.8 million during the preceding twelve months. These costs do not include the cost 
of Service labour, materials supplied from stores, Service equipment utilized, and depart 
mental supervision directly associated with the work although the principle of including 
such costs, recommended by the Public Accounts Committee, was accepted by the 
Department of National Defence in 1961. 

The ship which is now berthed at Halifax was commissioned in July 1968 as the 
“Bras d’Or”’. It is expected to be completed in late 1968, with the foil-borne trials 
beginning early in 1969. 


128. Restigouche Class destroyer conversion program. In November 1964 the Depart: 
ment of National Defence proposed this program for the conversion of seven destroyel 
escorts at an estimated cost of $56 million. 


In February 1965 the Department of Defence Production began awarding contract 
for the procurement of equipment and materials which would be supplied by the Govern: 
ment to the shipyards undertaking the conversions. Later in that year the prototype 
conversion was undertaken in HMC Dockyard Halifax. Concurrently the Naval Centra. 
Drawing Office proceeded with the preparation of working drawings and material projec: 
tions suitable for the subsequent invitation of tenders from shipyards. 

In March 1967 the Department of National Defence revised its estimate of the cos 
of this program to $67 million as a result of the prototype experience and to allow fo 
increases in shipyard costs since 1965. Treasury Board approval of the revised estimate 
was delayed pending its confirmation in November 1967 by tender competition for the 
second conversion. The tenders received indicated a further increase to $69 million. Ne 
contract was awarded because in December 1967 the Department of National Defence 
decided that further conversions would be deferred for an indefinite period as a result 0: 
budget restraints. However, it was decided to continue to acquire the material necessary 
for the conversions which, together with costs of the Naval Central Drawing Office 
involved expenditure of $7 million to March 31, 1968. 
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In March 1968 the Department of National Defence decided to convert only four 
f the seven ships and in addition to begin the next conversion in August 1969, provided 
the necessary approval is forthcoming from the Treasury Board. 


_ Where practical, the contracts for government-supplied material were reduced to 
provide for the requirements of only four ships. We understand that most of the equip- 
ment already acquired for the three ships which are not now to be converted will be 


held as additional spares for equipment on the four ships to be converted and on otl 


1er 
destroyer escorts. 


129. Escalating costs of navigation and flight control equipment. In November 1964 
he Treasury Board approved a proposal by the Department of National Defence to 
osrocure 14 different types of aircraft navigation modules to improve the navigation and 
light control systems in 76 aircraft of four different types at an estimated cost of $9.7 
nillion. It was understandably difficult to make a close estimate of the total cost of this 
wogram because, of the 14 different modules to be purchased, five estimated to cost $2.2 
nillion were only in the development stage. A sixth estimated to cost $2.4 million has 
ubsequently required substantial further development. 

As the program proceeded, the cost and time required to complete it increased 
ignificantly with the result that the Department progressively reduced the number of 
urcraft to be fitted. One type of aircraft, for which 25 sets of modules were required, 

as deleted from the program because it appeared that this aircraft would be withdrawn 
rom service before the new equipment was available. 


_ The extent of cost escalation and delay is shown in the following table: 
| 


Aircraft 
Completion Estimated 
! Treasury Board submission Types Number expected cost 
Me November 1964... 02.0... 00.cc00c0cc05e. 4 76 1966-67 $ 9,700,000 
Ree inary 1007 G ICIS i. ak. cu... 3 61 1968-69 14,500,000 
| November 1967..... DE «> GaN eets tats 1 32 1970-71 16,500,000 
| 


_ The 82 installations comprising the current program are for one type of aircraft 
hich in the original submission accounted for 33 installations and $6.1 million of the 
iq million originally estimated cost of the program. 


| In explaining the cost increases the Department gave the following reasons: 
_ (a) a general price escalation throughout the industry, 

) 

_ (b) the original estimate of spares required was low, 


_ (c) an increase in installation costs because installation would have to be done by a con- 
tractor rather than by Service personnel as originally planned, and 


(d) system integration and development was more extensive and took much longer than 
originally anticipated. The original estimate was prepared before the full impact of the 
development required was appreciated and hence was understated. 


76 AUDITOR GENERAL’S REPORT, 1967-68 


The major increase was in the cost of the modules which were in the development 
stage. The cost of the five types of modules originally estimated at $2.2 million for 
272 units increased to $5 million for 255 units, while the cost of the sixth rose from 
$2.4 million for 70 units to $3.9 million for 46 units. 


We are not yet able to establish the final cost of this program or the portion that 
may be considered non-productive in nature because the final costs of the contracts 
have not yet been established and the extent to which modules and parts originally 
destined for installation in aircraft may be useful as spares has not been determined. 


130. Reconstruction of aircraft parking apron. In August 1962, Defence Construction 
(1951) Limited awarded a contract for the construction of runways, taxiways and asphalt 
overlay of a hangar apron at Canadian Forces Base Moose Jaw in Saskatchewan. This 
work was completed in November 1963 at a cost of $38,679,000. 


Prior to the completion date, depressions caused by the wheels of parked aircraft 
appeared in the asphalt overlay of the-hangar apron. Since the contractor had applied 
the overlay in accordance with the specifications, he was not held responsible. 


By the summer of 1964 it was evident that a strip adjacent to the hangars had to be 
replaced to allow the hangars to be used. A contract was awarded in the autumn of 1964 
for the replacement of a strip 50 by 1,500 feet which was completed in November 1964 
at a cost of $53,000. 

An engineering consultant was then employed to determine the underlying cause of 
the depressions. His initial report indicated that the base over which the asphalt had been: 
laid was not stable enough to carry the load of parked aircraft and that the overlay itself 
had not failed. In early 1965, after conducting aircraft wheel load tests under maximum) 
summer temperature conditions, the consultant reported that the asphalt overlay could! 
not support the weight and that consideration should be given to another type of surface. 

As a result of his findings, the Department of National Defence decided to replace. 
the entire apron using concrete. A contract for this work was awarded in August 1965 and 
completed in July 1966. The settlement of a claim for additional work in the amount of 
$20,000 in July 1967 brought the total cost of the contract to $969,000. | 

As the apron received an asphalt overlay in 1962-63, was partially reconstructed in’ 
1964 and was entirely replaced in 1965, the expenditure of $53,000 in 1964 may be 
regarded as non-productive. 

131. Increased costs caused by the supply of faulty equipment. In 1962 contracts: 
were entered into totalling $1,011,000 for the construction of two barges for de- magnetiz-_ 
ing ships’ hulls, one on the east coast and one on the west coast where the barges were 
to be used. The contracts were completed in 1967 at a cost of $1,111,000. 

Under the terms of the contracts the Department of National Defence was to supply 
diesel-driven generators for installation in the barges, and they were to have been checked: 
and test-operated before shipment to the contractors. The ones shipped to Halifax were’ 
not checked nor were they adequately packed for shipment, so they arrived in a faulty 
condition. Remedial action to render them acceptable, which took over three months, 


| 
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disrupted the contractor’s building schedule and resulted in a claim in the amount of 
| $50,600 as compensation for additional costs. This amount is included in the final contract 
_ cost and may be regarded as non-productive. 
| 132. Cost of constructing a water treatment plant. In May 1958 the Department 
| of National Defence engaged a firm of consultants to carry out investigation work in 
| connection with the development of a source of water and the design of a water treatment 
plant at Canadian Forces Base Gagetown in New Brunswick. In July 1959 the firm 
submitted its report and was requested to prepare plans and specifications for tendering 
| purposes. As the lowest tender received was in the amount of $1,125,000, approximately 
$275,000 in excess of the estimated cost, the consultants were instructed to modify the 
plans in order to reduce the cost, the modifications to include provision of only one 
water intake pipe of less than 300 feet instead of one 950-foot intake and a 300-foot 
emergency standby pipe as proposed in the original design. 
A firm-price contract based on the amended plans was awarded to the lowest 
| tenderer in August 1961 for $924,000 and in J uly 1963 the work was completed at a cost 
of $1,072,500 including extras. It was then discovered that water treated by the plant 
“was unsatisfactory as the shortened intake pipe was drawing in contaminated water, 
‘including sewage and petroleum waste from a nearby marina. 
| In March 1966, following tests of water samples by the Department of National 
‘Health and Welfare, that Department recommended the construction of a 950-foot 
‘intake pipe as initially proposed by the consultants. 
In December 1966 the Treasury Board approved a contract for the construction 
of this pipe and in September 1967 work was completed at a cost of $225,000. 
Had the Department of National Defence proceeded with the original design in 
1960, it is estimated the cost would have been $1,218,000 or $79,500 less than the 
eventual cost of $1,297,500. Therefore, of the total cost, $79,500 may be regarded as non- 
productive. 


4 
i) 
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133. Ex gratia payment to a contractor. In January 1966 Defence Construction 
(1951) Limited awarded a contract on the basis of firm unit prices and estimated 
quantities for apron reconstruction at Canadian Forces Base Chatham in New Brunswick. 
The contract was completed in October 1967 at a cost of $1,169,000, 

 -During construction, a highway bridge, on the route over which the contractor was 
hauling the aggregate material necessary for the reconstruction work, was closed for a 
period of almost two months after a ship collided with it. During this period the con- 
tractor hauled the aggregate material over an alternate route involving an additional 
14 miles per trip. He then requested reimbursement for the additional haulage costs. 
Under the terms of the contract there was no legal liability on the part of the Crown 
0 pay these additional costs but it was considered that some compensation should be 
daid to the contractor. In accordance with a 1958 Treasury Board directive on extra 
dayments to contractors when there is no Crown liability, Treasury Board approval 
was obtained for a contract amendment authorizing payment of $37,000 for the 
\dditional haulage costs. 


78 AUDITOR GENERAL’S REPORT, 1967-68 


Because there was no legal liability this payment was, in our opinion, ex gratia. 
However, as it was not identified as such, it has not been reported in the Public Accounts 
contrary to a recommendation of the Public Accounts Committee in its Second Report 
1961, concurred in by the House of Commons on April 26, 1961. 


134. Additional cost due to delay in acceptance of tender, Saint John, N.B. The 
National Harbours Board advertised for tenders for the extension of Pugsley Terminal 
Wharf at Saint John Harbour. The final date set for the receipt of tenders was June 8, 
1967 and the lowest tender received was for $1,559,000. The Board had not obtained 
program approval in principle from the Treasury Board for this project, in accordance 
with established guidelines, before tenders were called and as a consequence considerable 
time was consumed in providing relevant information for a thorough consideration of 
the project by the Treasury Board. Approval was not obtained until August 9, 1967, 
two days beyond the 60-day period during which a tenderer is bound to enter into a 
contract if his offer is accepted. When the tenderer was asked if he would be prepared 


to enter into a contract at the price of $1,559,000, he stated that it would be necessary — 
to inerease his price by $131,000, bringing the total contract price to $1,690,000. He 


explained that due to the delay in awarding the contract much of the work would have 
to be done in 1968 and as a consequence increased costs of dredging, rentals, material and 
labour could be expected. With the price increase the tender was still the lowest so the 
Treasury Board approved the contract in the amount of $1,690,000 on October 12, 1967. 


Failure to accept the original tender within the 60-day period therefore resulted 


in an additional and non-productive cost of $131,000. 


135. Failure to obtain a guarantee of satisfactory performance. Early in 1966 the | 


National Harbours Board’s consulting engineers entered into negotiations for the supply 


and installation of a jet-stream pneumatic spout unit for grain loading at Vancouver — 
Harbour. The purpose of the unit was to overcome the difficulties that had been en- 
countered in spouting grain into the much larger and wider grain ships that are now in 
operation. Subsequently the Governor in Council authorized expenditure to a total | 


estimated amount of $28,600. 


The Board’s purchase order did not require a guarantee of satisfactory performance. 
Following considerable delay the unit was put into operation on a trial basis on June 4, 
1967 but after six hours operation, with considerable leakage of grain, a section of the | 
unit collapsed. The unit was removed and with further modifications successfully passed _ 
both safety and certain performance tests but the manufacturer was unable to prevent | 


leakage and blow-back of grain. Nevertheless, in August 1967 he demanded payment 


and the Board on the advice of its solicitor paid the purchase price. 


When further modifications failed to achieve the desired results the lessee of the. 


elevator requested that the jet-stream unit be removed. Total expenditures for the 
purchase, installation and modification of the unit were $38,000 while removal costs, | 


in 1968, were $3,000. It is estimated that $5,000 may be obtained from the sale of the | 
motor and other parts. 
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136. Questionable use of Health Grant funds. For the past eight years Canada has 
approved, as part of “General Public Health Grants to assist in extending and improving 
health services”, grants towards the cost of consultants engaged by the Province of 
Quebec in connection with Hospital Insurance Service in that Province. In this time 
the number of consultants has increased from five in the first year to in excess of 60 in 
1966-67. Forty-five of these are consultants in hospital accounting, of which 37 are 
classed as accounting and eight as auditing advisers. Canada pays 75% of the cost of 
the salaries and the full travel expenses of these consultants, the payments amounting 
to $278,000 in the year. 

In paragraph 117 of our 1967 Report we referred to a situation in the same Province 
where Health Grant funds were being used to pay the costs of establishing an audit and 
financial services section in the provincial Department of Health. We questioned whether 
| such costs, which are normal administration expenses, should be supported under a Health 
Grants program whose purpose is “to assist in extending and improving health services”. 

The same considerations apply in respect of the approval under the Health Grants 
program of 75% of the salaries and the travel] expenses of the consultants in hospital 
accounting. Their number would indicate that their work is directed mainly towards 
accounting and auditing, a conclusion which is supported by their replacement by public 
accountants, at a cost of $28,700, during a strike of provincial employees. 

When the matter was brought to the attention of officials of the Department of 
National Health and Welfare we were advised that these consultants had provided valued 
assistance in developing and maintaining good accounting practices in Quebec hospitals 

but that the duties and responsibilities of the accountants and auditors had changed 
since the project was first approved in 1960-61. At the next meeting with the Province 
it was proposed to discuss whether this form of assistance should be continued. 


| 137. Excessive grant to a hospital. It has been the practice of the Department of 
National Health and Welfare to make a contribution, in addition to normal grants, 
towards the construction costs of hospitals located in communities where Indians rep- 
esent a sizable part of the population to be served by the hospital. This is in recognition 
of the fact that Indians have such low incomes that they are unable to contribute towards 
the community’s share of the cost of the hospital. The contribution is determined by 
the percentage of Indians living in the community. 

In January 1965 a hospital in Saskatchewan which was planning extensive renova- 
dons and new construction sought financial assistance from the Department in the 
umount of $46,000 under the hospital construction grants program, indicating on the 
pplication that an additional $15,000 was anticipated as a contribution in respect of 
he Indian population in the community. Through a clerical error the hospital was 
idvised in April 1965 that a construction grant of $109,000 had been approved, an amount 
vhich actually applied to a hospital in Alberta. When the error was disclosed one year 
ater, the Department suggested that the contribution with respect to the Indian popula- 


ia might be increased from $20,000, which had been approved initially, to $40,000, based 


m the fact that construction costs had exceeded estimates. This, together with the 
oo grant of $46,000, would provide a federal contribution of $86,000. 


| 
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This was not acceptable to the hospital which maintained that it had already 
arranged its financing based on the federal contribution of $109,000 which had been 
promised. With the approval of the Executive the additional amount of $23,000 was 
paid in 1967-68. 


138. Treatment of sick mariners. Part V of the Canada Shipping Act, R.S., c.29, 
provides that a levy, based on registered tonnage, shall be collected on all ships arriving 
in ports on the east coast, extending inland to Montreal, on the west coast and on Hudson 
Bay or James Bay. The Act also provides for voluntary payment of the levy by fishing 
vessels registered in Canada. The payment of the levy in respect of a vessel establishes 
entitlement to free medical, surgical or other treatment for any sick mariner employed 
on board and belonging to the ship. Treatment is provided at clinics staffed by medical 
officers of the Department of National Health and Welfare, in designated hospitals, or 
by designated port physicians on a fee for service basis. 

The expenditures made under the provisions of the Act are paid out of moneys 
appropriated annually by Parliament, while collections of the levy are classified as. 
revenue and are credited to the Consolidated Revenue Fund. Prior to 1942 total levies 
collected were sufficient to offset costs but since then substantial annual deficits have. 
been experienced. The bulk of these deficits are attributable to fishing and coastal vessels, 
some of which pay only the minimum levy of $2 per annum for which as many as seven | 
crewmen are able to receive free medical services. There has been a steady rise in the 
cost of services, not matched by compensating adjustments in the rate of levy which 
has not changed since 1921. Expenditure in the year totalled $1,198,000 while the cor- 
responding revenue was $732,000, leaving a deficit of $466,000 which does not include the 
estimated cost of $25,000 for administrative services provided by the head office unit. 

The fact that the statutory levy does not yield sufficient revenue to defray the cost | 
of providing services to sick mariners has been noted in earlier Reports. In 1962-63. 
the Royal Commission on Government Organization concluded from its findings that the | 
services should be discontinued and recommended that Part V of the Canada Shipping | 
Act be repealed. Departmental officials are currently considering amendments to Part V- 
of the Act which would eliminate coverage provided to crew members of fishing and 
coastal vessels of Canadian registry. Almost all of the crew members of such vessels are’ 
Canadian residents and as such are covered for hospitalization under provincial hospital | 
insurance plans supported by the Hospital Insurance and Diagnostic Services Act, 1987, | 
c.28, and in the future are expected to be covered for medical care under provincial 
medical care insurance plans supported by the Medical Care Act, 1966-67, c.64, which - 
came into effect on July 1, 1968. This would have the desirable effect of avoiding duplica- 
tion of coverage as well as eliminating the source of most of the deficits. The Depart-— 
ment feels that the provisions of Part V should continue to apply to foreign ships, whose 
crew members the legislation was originally designed to protect. | 

Although the amendments being considered by the Department would go a long way | 
towards remedying the present situation, the inclusion in the Canada Shipping Act of | 


| 
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provision for adjusting the rate of levy whenever expenditure becomes substantially out 
| of line with revenue merits consideration. 


| 139. Provincial payments to federal hospitals under the Hospital Insurance and 
| Diagnostic Services Act. Regulations approved by the Governor in Council under the pro- 


| visions of the Hospital Insurance and Diagnostic Services Act, / 957, c.28, stipulate that: 


The amounts payable by a province in respect of the cost of insured services provided by 
federal hospitals shall be determined on the basis of the amount that would have been paid 


| 
/ by the province for such services to hospitals other than federal hospitals in that province 
' that are comparable as regards size, facilities, standards of service and location. 

. 


| The agreements that have been entered into with each of the provinces and the 
territories set out the manner in which the provinces will comply with the Regulations 
‘in the matter of reimbursing federal hospitals for the cost of providing insured services. 
Generally, federal hospitals are required to submit to the provincial hospital insurance 
authority the same returns and information, including budgets and audited financial 
statements, that are required from non-federal hospitals and they are also to be paid 
on the basis of approved audited costs. If a federal hospital is unable to provide the 
required returns it is to receive payments, usually expressed as a patient-day rate, 
calculated on the basis of the amounts paid to non-federal hospitals providing similar 
services. One province and the two territories pay at patient-day rates that have been 
negotiated between the hospital insurance authority and the appropriate federal 
authority. 

| Reference has been made in our Reports for the past four years (paragraph 116 in 
1967) to our inability to determine whether the terms of the agreements with the 
various provinces under the Act, relating to payments to federal hospitals, were being 
observed in all cases. We stated that this stemmed in part from the fact that: accounting 
in many federal hospitals did not conform to the Canadian Hospital Accounting Manual 
which provides a basic accounting system for hospitals; accounting and medical records 
in some Indian hospitals were inadequate for the preparation of the financial returns 
required by the agreements with the provinces; and in some cases rates could not be 
Jetermined by reference to comparable non-federal hospitals because of the specialized 
aature of many federal institutions. 

_ The Public Accounts Committee was informed by the Deputy Minister of National 
Health in November 1966 that a financial management project team was studying the 
wplication of the Canadian Hospital Accounting Manual and that it was expected 
‘hat their recommendations would be implemented in 1967 or 1968. The Committee 
isked the Auditor General, in its Fourteenth Report 1966-67, to follow up and report 
hereon to the House in due course. 

Last year we reported that progress was being made by both the Department of 
National Health and Welfare and the Department of Veterans Affairs in the introduction 
if an accounting system based on the Canadian Hospital Accounting Manual. During 
967-68 the latter Department completed the introduction of the system into all of 
ts hospitals. The situation with regard to hospitals of the Department of National Health 
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and Welfare at March 31, 1968 remained essentially unchanged from the previous 
year; ten hospitals were making use of the Manual while five were not. Of these five 
hospitals, one has since been closed, the closing of two is under consideration and the 
other two are very small. 

The majority of federal hospitals should now be able to provide provincial hospital 
insurance plan authorities with all the information required to permit payment on the 
same basis as the non-federal hospitals and in accordance with the terms of the 
agreements. 


140. Hospital charges for Indians. In the Province of Saskatchewan the Federal 
Government pays the provincial hospitalization tax for Indians residing on reserves, or 
who have been residing off reserves for less than 12 months, in order that they may. 
be eligible for benefits provided by the provincial hospital insurance plan. Indians who 
have been residing off reserves for 12 months or more are liable under provincial legisla- 
tion to pay the hospitalization tax. With few exceptions, therefore, Indians residing 
in the Province are covered by the hospital plan. During the year the total tax paid by 
Canada on behalf of Indians domiciled in the Province was $319,000. 


In the Prince Albert area of the Province, Indians requiring medical treatment 
who are not considered emergency cases have frequently been accommodated in the 
Prince Albert Nursing Home rather than in either of the two local hospitals. Among 
the reasons given for this is the shortage of hospital beds. However, as the Province 
does not recognize this Home as a hospital for purposes of the Saskatchewan Hospital. 
Insurance Plan, the cost of the accommodation is borne by the Department of National 
Health and Welfare which paid the Home $63,000 during the year for Indian patients’ 
requiring nursing care. 

In view of the fact that these Indian patients are eligible in most cases for treat- 
ment in public hospitals, by payment of the hospitalization tax, the Department should. 


not be called on to pay for their accommodation in the Nursing Home while undergoing 
medical treatment. 


141. Unemployment Assistance—Canada Assistance Plan. The Unemploymelit 
Assistance Act, 1956, c.26, authorizes payments to the provinces and territories of 50% | 
of the costs of providing assistance to persons who are unemployed and in need. Our 
Reports in 1967 (paragraph 115) and prior years have made reference to difficulties in | 
the administration of the Act due in part to inadequate definitions of shareable costs, | 
ambiguities in the text of the Act and the relationship between this program and other 
programs of social assistance. We recommended that consideration be given to the overall, 
co-ordination of all programs involving assistance to individuals to avoid overlapping 
and duplication and to achieve greater equity in the treatment of individuals as well 
as a reduction in the cost of administration. The Public Accounts Committee in a. 
Fourth Report 1963 concurred in our recommendations (see Appendix 1, item 4). | 

In 1966 Parliament enacted the Canada Assistance Plan, 1966-67, c.45, under which 
the Federal Government has entered into agreements with the provinces to make . | 
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‘tributions, as set out in the Act, towards the cost of providing assistance and welfare 
‘services, pursuant to provincial law, to all persons in need. The new Plan was designed 
to be a comprehensive public assistance measure which would include all the kinds of 
assistance shareable under the Unemployment Assistance, Old Age Assistance, Blind 
Persons and Disabled Persons Acts as well as new forms of assistance not previously 
shared with the provinces. Under it the Federal Government shares more fully with 
the provinces in the cost of social assistance by extending the contributions to mothers’ 
allowances, maintenance of children in foster homes, health care services and welfare 


services to persons in need or who are likely to become persons in need unless such 
ervices are provided. 
| 


Although it is expected that ultimately all contributions to the provinces towards 


the cost of social assistance will be made under the provisions of the Canada Assistance 
a for the time being some provinces are continuing to claim contributions under one 
or more of the agreements pursuant to the Unemployment Assistance, Old Age 
Assistance, Blind Persons or Disabled Persons Acts concurrently with contributions 
under the Canada Assistance Plan agreement in respect of some of the new forms of 
assistance. 

| Contributions by Canada under the Plan became effective April 1, 1966, the 
provinces receiving advance payments on claims submitted, but statements of final costs 
ertified by provincial authorities have not yet been submitted for the year 1966-67. 
ecause of this, and because the provinces are still experiencing difficulties in adjusting 
he administration of their social assistance programs to take advantage of all the 
srovisions of the Canada Assistance Plan, we have been able to make only a limited 
wdit of the Plan and are therefore still unable to assess the effectiveness of the new 


xomprehensive approach to social assistance in overcoming the administrative weaknesses 
‘eported in previous years. 


| 142. Lack of authority to spend revenue from operations. The National Research 
Youncil of Canada was established in 1924 by the National Research Council Act, 
v.8., c.239. Since it was assumed at the time that the activities of the Council would be 
inanced by parliamentary appropriations and that moneys received by the Council for 
ts services would be minimal, the Act did not give any specific direction concerning 
eyenue earned by the Council. Section 13(e) did, however, empower the Council 


| to expend such sums of money as may be annually appropriated by Parliament for the work 


, of the Council or that have been received by the Council through bequest, donation or other- 
wise. 


| By 1950, when the Council was receiving considerable revenue from laboratory fees, 
ales of publications and other operations, and was using its revenues to supplement its 
arliamentary appropriations, the scope and intent of section 13(e) became a matter of 
oncern and was referred to the Department of Justice. It was the opinion of the legal 
cers that the Council did not have power under section 13(e) to expend moneys 
ceived from its operations and that the moneys should be accounted for as general 
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revenue of Canada. The section was amended in 1954 (1953-54, c.42) to allow the Council 
to expend any money “received by the Council through the conduct of its operations.” 
However, in 1966, section 13(e) was repealed (1966-67, c.26) and the following 


substituted therefor: 


(e) to expend, for the purposes of this Act, any money appropriated by Parliament for the 
work of the Council; 

(ea) to acquire any money, securities, or other property by gift, bequest, or otherwise, and 
to expend, administer or dispose of any such money, securities or other property subject 
to the terms, if any, upon which such money, securities, or other property is given, be- 
queathed or otherwise made available to the Council. 


Although it appears that the Council is again subject to the restrictions that existed 
prior to 1954, it supplemented its appropriations in 1966-67 and 1967-68 with revenue 
from its operations in the amounts of $5,745,000 and $4,925,000. 


143. Duplicate payments under program of assistance towards research in industry. 
In 1962 the National Research Council initiated a program to stimulate industrial: 
research in Canadian industry. The program has been largely carried out under contracts 
whereby recipient companies are reimbursed the salaries and related expenses of scientific 
and technical personnel employed on approved research projects. From inception to 
March 31, 1968 expenditures under the program amounted to $16,900,000. 

Early in 1967 the Royal Canadian Mounted Police were informed by a former 
employee of a recipient company that the salaries of two scientists had been charged by 
the company to a project being carried out for the Council when, in fact, the scientists 
had worked on other projects. At the request of the R.C.M.P., we made an examination 
of the company’s records to determine the propriety of the charges that had been’ 
accepted by the Crown. | 

The company had been incorporated in 1961 and, during the period 1964 to 1967, 
received $388,000 in grants from: the National Research Council, $85,000; the Depart- 
ment of Defence Production, $123,000; the Department of Industry, $83,000; the 
Defence Research Board, $60,000; and eran Patents and Development Limited, 
$37,000. Our examination dacioned the following duplicate payments for salaries and 
related costs of scientists: 


(1) the National Research Council and the Department of Industry each paid $9,744 for 
scientists who had worked only on a project sponsored by the Department of Industry; 


(2) the Department of Defence Production and the Defence Research Board paid $1,060 
and $1,476 for scientists who had worked only on a project sponsored by the National 
Research Council and for which the Council had paid $2,536. 


The company acknowledged the overcharges and agreed to reimburse the Crown. 

Prior to our examination, the National Research Council “General Conditions of | 
Grant” did not contain an audit clause requiring proper accounts to be maintained and 
kept available for periodic review by government auditors. Such a clause now forms” 
part of these conditions. | 
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| This case illustrates what may happen when government departments and agencies 
grant assistance to the same recipient without adequate financial co-ordination. (See 
| paragraph 106 of this Report.) 


144. Departmental practices which lack statutory sanction. In paragraph 118 of 
our 1967 Report we again drew attention to four practices of the Customs and Excise 
Division of the Department of National Revenue which lacked legislative sanction. 
These practices relate to: 


. (a) refunds of customs duties on an estimated basis; 
| (b) sales of goods unclaimed at Customs : 
| (c) determination of “sale price” for sales tax purposes; and 


(d) refunds of duty paid on goods diverted to use other than that for which they were im- 
ported. 


The Public Accounts Committee in its Eighth Report 1964-65 and its Fifth Report 
1966-67 recommended that the practices referred to in (b), (¢) and (d) should receive 
| statutory sanction (see Appendix 1, item 25). 
| There were no amendments to the Customs Act, R.S., c.58, during the year and 
although there was one amendment (1967-68, c.29) to the Excise Tax Act, R.S., c.100, 
no change was made with respect to the “determination of ‘sale price’ for sales tax 
purposes”. Nevertheless, the practices were carried on throughout the year. 

Bill S-10, currently before Parliament, includes amendments to the Customs Act 
which if enacted will give statutory sanction to items (a), (b) and (d) above. 
‘The following four other departmental practices which are contrary to the Excise 
Act, RS., c.99, have been noted: 


(a) operating bonded warehouses without the joint control of the licensee and excise offi- 
cers—see section 51 of the Act; 


(b) granting permission to distillers to remove from their premises packages containing less 
than five gallons of spirits—see sections 157 and 162 of the Act; 


(c) granting permission to distillers to replace bottled spirits broken in an in-bond case 
warehouse with duty-free spirits—see section 54(1) of the Act; and 


(d) refunding duty paid on beer exported from the country although the advance notice of 
export is less than the required 48 hours—see section 175 of the Act. 


In its Fifth Report 1966-67 the Public Accounts Committee expressed the opinion 
hat 
& government department should not initiate or take any action that is not authorized by 
Parliament even though it contemplates that Parliament may eventually take action to 
provide that authority. It [the Committee] considers that the actions of government depart- 


ments must be limited at all times to the legislative authority existing at the time the action 
is taken. 


145. Goods imported under invalid tourist exemption claims. Residents of Canada 
eturning from abroad after an absence of not less than 48 hours are permitted to bring 
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with them goods valued at up to $25 without payment of duty. Residents returning 
from a point beyond the continental limits of North America, after an absence of not 
less than 14 days, are in addition entitled to bring with them or have shipped to them 
free of duty goods valued at not more than $75. A period of four months must elapse 
following importations under the $25 exemption and a period of 12 months must elapse 
following importations under the $75 exemption before another exemption may be 
claimed. | 

Declarations provided by the importers when claiming these exemptions are recorded 
by the Department of National Revenue in order to detect exemptions claimed more 
frequently than is permitted by law. Although violation of the regulation renders the 
goods subject to seizure, such action is not practicable because the violation cannot be 
determined until some time after the goods have been imported. Furthermore, precise 
rates of duty are not determinable because the Department cannot reasonably require the 
classification of all such goods upon entry. The current practice is to impose an arbitrary 
rate of 40% of the declared value of the goods to cover duty and taxes including the 
12% sales tax. 

Although the application of an overall rate may be practical, it lacks statutory 
authority and if it is to continue the approval of Parliament should be sought. 


146. Delay in collecting tax. Section 30 of the Excise Tax Act, R.S., c.100, requires 
licensed manufacturers to pay sales tax on fully manufactured goods purchased for resale. 


Some licensed manufacturers prefer to collect sales tax on all their sales, including. 
sales of fully manufactured goods purchased by them for resale. In such cases the Depart- 
ment of National Revenue by regulation permits them to immediately deduct any sales. 
tax paid on these purchases from amounts currently due the Department with respect to. 
their taxable sales. The effect of this regulation is that a manufacturer’s inventory of 
fully manufactured goods purchased for resale is carried free of sales tax and the require-. 
ment of the law that sales tax be paid on his purchases of fully manufactured goods for 
resale is completely negated. 


In our opinion the practice is irregular under the present law. If the wishes of the | | 
licensed manufacturers concerned are to continue to be met, statutory sanction for 
doing so should be sought. 


147. Sales tax concessions to picture framers. The Excise Tax Act, R.S., c.100, pro- | 
vides an exemption from sales tax for frames enclosing imported paintings or works of. 
art but not for picture frames or framed articles manufactured in Canada. The Customs 
and Excise Division of the Department of National Revenue attempted to remove this | 
anomaly on July 1, 1967 by adding picture framers to the list of classes of manufacturers | 
not required to operate under a manufacturer’s sales tax licence. 


This concession is restricted by the regulations to manufacturers who manufacture 
goods of a particular class only to the order or specification of each individual customer; 
or to a manufacturer who manufactures either more than one class of goods for sale t0 | 
consumers or users, or a particular class of goods not to the order of each individual 
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customer, and whose total annual sales of taxable goods do not exceed $3,000. However, 


all picture framers were granted exemption from sales tax without regard to these 
limitations. 


| A further exemption granted by the Department which lacked statutory sanction was 
with respect to picture frames which were not made subject to sales tax when the 
‘manufacturer could produce a certificate from the user that the frame was to be used 
to frame a painting or work of art. 


These matters were drawn to the attention of the Department in February 1968 but 
it was not until September 1968 that the exemptions improperly granted to these manu- 
facturers were withdrawn. Consequently, for a period of 15 months, tax payable on the 
sales value of certain Canadian frames and framing services was not collected. 


The Department now agrees that the anomaly existing in the different treatment 
of Canadian manufactured frames and imported frames can only be remedied by an 
amendment to the Excise Tax Act. 


148. Concessions made to motor vehicle manufacturers. In previous Reports (para- 
graph 119 in 1967) reference has been made to three programs under which concessions 
were made to motor vehicle manufacturers. We stated that the procedures followed by 
she Customs and Excise Division of the Department of Nationa] Revenue in administer- 
ng the concessions were not adequate to protect the revenue. We also stated that it was 
-ssential that the Department take steps to strengthen its administration of the programs 


‘0 ensure that importers concerned do not benefit from concessions beyond those approved 
| 


dy the Governor in Council and that revenues due to the Crown are promptly collected. 
Che situation remains the same and 


| (a) there are still no records available showing the amount of customs duty involved or 
even the total value of the imports for which the manufacturer must account, 


(b) the Department does not always receive adequate information on which to assess the 
importers’ progress in meeting the conditions of the programs, 


(c) delay in verifying the manufacturers’ records continues because of lack of sufficient pres- 
sure by the Department on the manufacturers to submit the required annual statements 
by the due date, and 


(d) departmental policy is to record amounts due by manufacturers who fail to qualify for 
the tax exemptions they have had only when the amount is finally determined rather 


| than establishing an estimated amount as soon as it is known that an amount is recelv- 
able. 

| The situation at March 31, 1968 with respect to the programs previously referred to 
‘as as follows: 


1. The British Commonwealth Content program is now of interest to the major vehicle 
manufacturers only in the event that they fail to meet the conditions of the Motor 
Vehicles Tariff Order 1965 and are required to pay duties and taxes on imports made 
under that Order on a duty-free basis. There were no transactions under this program 

during the year. 
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2. The program under Order in Council P.C. 1963-1/1544 of October 22, 1963 was super- 
seded in January 1965 by a new program under the Motor Vehicles Tariff Order 1965. 
The only transactions now taking place under it are amendments to import entries dated 
prior to January 17, 1965. During the year, duties and taxes of $445,000 were remitted 
under this program when manufacturers amended import entries with respect to certain 
parts imported duty-free under the program prior to January 17, 1965 and subsequently 
incorporated into vehicles which were exported. In such cases some importers amended 
the original entry by paying the duty and then claimed 99% drawback under the author- 
ity of section 275 of the Customs Act, R.S., c. 58. This provided for them an unused 
balance of Canadian content credit which was then used for purposes of seeking refunds 
on other duty-paid items. 

3. The Motor Vehicles Tariff Order 1965 came into effect in January 1965 and at March 
31, 1968 duties estimated at $43.6 million were owing by manufacturers who had failed 
to meet its conditions or those of similar Orders applicable to particular companies. This 
amount, which was owing by 14 companies, has been reported by the Department as a 
contingent receivable on page 29.13 of Volume II of the Public Accounts (see also para- 
graph 241 of this Report). Not only has no attempt been made by the Department to 
collect any portion of these duties, but no attempt has been made to establish with any 
degree of precision the amounts owing by the individual manufacturers. The reason that 
the Department has used the term “contingent receivable” is that it considers there is 
a possibility that the amounts may be remitted by the Governor in Council under section 
22 of the Financial Administration Act. 


This amount of $48.6 million has since increased to a possible $80 million as a re- 
sult of determination by the Department that a vehicle manufacturer had failed to meet 
the requirements of the Tariff Order in the period August 1966 to July 1967. Last year 
we reported that this vehicle manufacturer had failed to meet the requirements of the 
Tariff Order in the period August 1965 to July 1966 and as a result owed an amount in 
excess Of $30 million. The Department has since estimated the receivable at $38.6 mil- 
lion. As a result of failing to meet the requirements again in the succeeding period, this 
manufacturer now appears to owe in excess of $75 million. 


Currently there are 35 vehicle manufacturers and approximately 500 parts manu- 
facturers authorized to import under the Tariff Order. Sometimes parts so imported are 
diverted to use as replacements and when this happens the importer is required to pass 
an amending entry, paying the duty for which he would have been liable if the item had. 
initially been imported under the appropriate tariff item. | 

The Customs and Excise Investigation Branch of the Department of National 
Revenue carries out audits to ensure that manufacturers account for these diversions and 
that amending entries are passed promptly. Since the inception of the program in January 
1965, the records of most vehicle manufacturers have been audited only once by the: 
Investigation Branch. However, only about 125 of the 500 parts manufacturers have had 
their records audited by this Branch. | 

A number of vehicle manufacturers are not under the Motor Vehicles Tariff Order | 
1965 because the type of vehicle produced by them is not covered by the Order or they 
were not in production in the base period, or unusual base period results prevented them 
from taking advantage of the Order. These manufacturers operate under individual remis- 


| 


sion orders under section 22 of the Financial Administration 


on page 44.5 of Volume II of the Public Accounts, 
$2,179,000 during the year. 


/ The following comments from paragraph 119 of last year’s Report are still applicable 
as there has been no important change in the Department’s administration of the con- 
cessions made to motor vehicle manufacturers: 


; 
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Act and, as may be seen 
they received remissions totalling 


If the policy of assistance to the automobile industry is to be continued in tl] 


1e present 
form, it is essential that the administration be tightened up 


1ey 
n will occur. It is a fact that since 


January 18, 1965, not one cent of 
duty has yet been collected from any company for failure to meet the conditions of the Order, 
In the past, the concept that duties and taxes be paid at the time of importation, with 
_ penalties provided if payment of these duties and taxes was deferred, has been inherent in 
__ the Customs Act and Customs Tariff. This concept has been changed under the terms of the 
several motor vehicle tariff concessions with the result that from time to time substantial 
_ amounts, as referred to above, are owing by certain importers. To this extent the Crown 
_ 1s participating in the financing of automobile production. 
The term “manufacturer” is defined in the agreement dated J anuary 16, 1965, between 
_ Canada and the United States of America and includes only those motor vehicle manufac- 


__ turers who have met certain specified conditions, which are those set out by Canada in the 
_ Motor Vehicles Tariff Order 1965. 


However, it is not possible to determine that the motor vehicle manufacturers have met 
the conditions specified until their performance is known and Canada is not, in our opinion, 
obligated to permit duty-free importation by any manufacturer until he has met these con- 
ditions. Consequently, in order that the procedures applied will ensure an effective check on 
the revenues of the Crown, we believe that all duties and taxes should be collected at the 
time of importation and that benefits or incentives provided should be made available to 
the manufacturer only when evidence is produced that the required conditions have been met, 
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149, Failure of provincially-owned instrumentalitics to pay sales tax. In our 1967 
eport (paragraph 120) we described the compromise settlement made with respect 
» sales tax on natural gas used by the British Columbia Hydro and Power Authority 


| internal combustion engines for the production of electricity prior to the exemption of 


ils gas from sales tax effective March 30, 1966. 

We also stated that the files pertaining to the Saskatchewan Power Corporation 
Se were not available for examination, having been referred to the Department of 
\stice. The assessments of $262,000 were still unpaid and no assessment had been made 
r gas used during the period December 1955 to December 1957. 

_ During the year, the Department of National Revenue assessed tax of $21,000 for 
is period bringing the total tax owing, including penalties, to $326,000. 
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In February 1968 the Corporation made an offer of $100,000 to the Department in 
full settlement. This offer was accepted by the Department and the balance of $226,000 
was remitted by the Governor in Council under section 22 of the Financial Administra- 


tion Act. 


150. Remissions granted by the Governor in Council under section 22 of the 
Financial Administration Act. Section 22(1) of the Financial Administration Act provides 
that: 

The Governor in Council, on the recommendation of the Treasury Board, whenever he 
considers it in the public interest, may remit any tax, fee or penalty. 


and subsection (8) requires that: 


A statement of each remission of one thousand dollars or more granted under this section 
shall be reported to the House of Commons in the Public Accounts. 


In accordance with this requirement, listings of remissions of one thousand dollars 
or more are included in Volume II of the Public Accounts. As in previous years, the 
majority of these remissions pertain to customs and excise duties and excise taxes 
administered by the Customs and Excise Division of the Department of Nationa) 
Revenue. The totals of the remissions with respect to this Division for which amounts 
appear in the Public Accounts, in each of the past five years, are as follows: 


1963-64 eciete sc Os whe elle pias gg as Gace ie eae tae ee $ 12,518,000 
i a er waren vee mera RT or ce oe a 40 , 520 , 000 
NGG Fee cng ocs. mca scape toes Ee oo SO Dale reich arao eae ahaa ean 34, 826,000 
pA Te ae yA a ee oUt ge Lee tOa Bran eitarice erie ae) air eat Cayce ION: 30, 134,000 
1967-86 ee ees ow SR RE ee as Si, OO tee Greate an 29, 506 , 000 


In addition to the remissions for which amounts are shown, a number are grantec 
where amounts involved are not accumulated or cannot readily be determined. In suct 
cases a narrative description of the remission is included in the Public Accounts. | 

The largest group of remissions in terms of numbers involves goods or equipmen 
imported into Canada on a temporary basis. These remissions amounted to $12.7 millior 
in 1967-68 compared with $16 million in 1966-67 but the policy followed by the Depart: 
ment in reporting in 1967-68 is not consistent with that of previous years. In the past 
the remissions were reported as of the time of the temporary entry of the goods. How 
ever, in many of these cases the amount remitted is the difference between the ful 
duties and taxes and a pro-rated amount being assessed by the Department for eac. 
month the article remains in Canada, so the exact amount of the remission is not know: 
until the article is exported. In such eases the Department in 1967-68 adopted the police 
of reporting the remission as of the time the article is exported. Thus, the listing C 
remissions does not include remissions granted on certain articles which were still 1. 
Canada at March 31, 1968. These are to be reported as the articles are exported. 

In previous Reports we have stated that where the policy of the Governor in Counc. 
to remit duties on temporary imports is being followed consistently, it has the sam 
effect as if statutory provision were made for importation on a duty-free basis, or on th 
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| basis of a pro-rated amount being assessed for each month the imported article remains 
_in Canada. We suggested that consideration be given to suitable amendments to the 
_ governing legislation to permit elimination of routine referrals to the Governor in Council. 


Sixty-seven remissions granted during the year totalling $627,000 have been included 
in the Public Accounts under the following descriptive narrative: 


Remissions of taxes imposed under the Excise Tax Act in cases where, on the basis of expert 
opinion, it is considered that litigation would not be expedient. 


_In 1967-68, as in the previous years, the majority of these remissions were in favour 
of lumber manufacturers who had misinterpreted the regulations issued by the Depart- 
ment in connection with the taxable sale price of lumber, 
| In December 1967 the Department of Industry announced a machinery program 
, enabling Canadian industries to acquire capital equipment at the lowest possible cost. An 
important feature of the program is the provision for remission of duty when this is in 
the public interest and the machinery imported is not available from production in 
Canada. By March 31, 1968 numerous importers had been granted remissions of duties 
totalling $1.8 million on specific items imported. 
The listing of remissions for 1967-68 includes a narrative description of remissions 
of a continuing nature, regardless of the year in which they were granted, if individual 
benefits of $1,000 or more are derived under them in the current year, but continuing 
remissions under which no benefits were obtained during the year have not been included. 
We reiterate the view expressed in our 1967 Report (paragraph 121) that remissions of 
a continuing nature should be revoked once they have served their purpose and should 
not be left available for the benefit of future individual cases which might happen to 
qualify under them. Furthermore, in the interest of full disclosure to Parliament, unre- 


voked remissions of a continuing nature should be reported in the Public Accounts 
annually. 


151. Removal of sales tax on pharmaceuticals. The removal of the sales tax on drugs 
effective September 1, 1967, as announced by the Minister of Finance in his budget speech 
on June 1, 1967, presented the industry with a problem with respect to sales tax paid on 
inventories acquired prior to that date. 

Representations were made to the Department of National Revenue and discussions 
were held with a view to minimizing any loss which might be incurred on these inven- 
tories. Consideration was first given to the possibility of shipments from manufacturers 
‘0 wholesalers prior to September 1 being made on consignment and the Department 
ndicated that it would approve of this practice provided they were true consignment 
shipments. Departmental officers then pointed out the provisions of section 30 (1) (a) (ii) 
of the Excise Tax Act, R.S., c.1 00, which reads as follows: 
| 30. (1) There shall be imposed, levied and collected a consumption or sales tax of nine 
per cent on the sale price of all goods 
(a) produced or manufactured in Canada 

(ii) payable, in a case where the contract for the sale of the goods (including a hire- 

purchase contract and any other contract under which property in the goods passes 


/ 
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upon satisfaction of a condition) provides that the sale price or other consideratic 
shall be paid to the manufacturer or producer by instalments (whether the contra 
provides that the goods are to be delivered or property in the goods is to pass befo: 
or after payment of any or all instalments), by the producer or manufacturer pi 
tanto at the time each of the instalments becomes payable in accordance with tl 
terms of the contract. 


The following conditions were to be met by manufacturers of pharmaceuticals wk 
availed themselves of the provisions of this section of the Act: 


1. Purchase orders clearly outlining terms of payment must be signed by purchaser ar 
accepted in writing by vendor. 


2. Invoice must clearly indicate terms of payment. (This must appear on the copy use 
for sales tax purposes). 

8. These records will require to be verified by excise tax auditors. 

4. 'This provision is to be effective only during the months of July and August 1967. 

5. If any monies are paid by the purchaser to the manufacturer prior to September 1, 196 


in respect of the goods sold on an instalment basis, such amounts are subject to sal: 
tax. 


It is the Audit Office view that the intent of section 30 (1) (a) (ii) is that tax impose 
at the time of the sale be paid proportionately at the time each of the instalments und 
the sales contract becomes payable. It is the Department’s view that this clause does ni 
relate solely to the date on which the tax must be paid but that the tax is imposed ¢ 
that date of payment at whatever rate may then be in effect. If the Department’s vie 
is correct then consideration should be given to the section as, in the case of an increa 
in the rate of sales tax or of the imposition of sales tax on goods not now subject theret 
a taxpayer who is under obligation to make instalment payments to a supplier would I 
taxed on transactions which took place in the past, whereas the taxpayer who had pa: 
in full would not be taxed. 

Regardless of the interpretation to be placed on section 30 (1)(a)(ii) of the Ac 
the effect of the procedure followed was to advance from September 1 to July 1 the da 
from which manufacturers of pharmaceuticals were permitted to make sales free of sal 
tax. The Audit Office is of the opinion that, as Parliament had designated three specil 
dates for the coming into force of the various sections of the amending Act (1967-6 
c.29), then Parliament should have been requested to establish the date of July 1, 19 


| 
for the removal of the sales tax on pharmaceuticals if that date were considered to be tl 


desirable one. | 


152. Smuggling by customs officers. In April 1966 the Department of Nation 
Revenue employed a man to serve as a customs officer at one of the border ports. F 
assumed his duties before character references were sought. Within several weeks of b 
commencing work, character references were received by the Department indicating th 
he had been given two suspended sentences, one for theft and one for false pretence 
Notwithstanding this information, the Department did not remove this officer from t] 
position of trust in which he had been placed. | 


! 


; 
| 


| 
: 
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| During the summer of 1967 the Department found it necessary to carry out an inves- 
| tigation of certain activities which had been taking place at this port of entry. The 
, Investigation indicated that this officer, together with another officer and the manager 
_ of a duty-free store located in the United States, had smuggled large quantities of liquor 
into Canada. Although there was insufficient evidence to warrant prosecution of the 


_Mnanager of the duty-free store, the two officers were dismissed and the collector at the 
port was allowed to retire voluntarily. 


As the Crown is a self-insurer, there is not the same restraint on the employment 
in positions of trust of persons who are not trustworthy that exists in the commercial 
world where a fidelity bond is usually required as a condition of appointment to such a 
position. This makes it imperative that the background and character of prospective 
employees be carefully examined before placing them in positions of trust. 
153. Calculation of duties of excise on spirits distilled or brought into a distillery. 
Reference was made in our 1967 Report (paragraph 123) to section 137(1) of the 
Excise Act, R.S., c.99, which defines five separate methods for the determination of duty 
on spirits and directs that the “method of computation which yields the greatest amount 
of revenue, shall, in all cases, be the one upon which the distiller shall pay the duty”. 


. Only one of these methods provides for abatements of the duty on the spirits for 
shrinkage by evaporation while maturing. It is this method which is in use by the 
Department of National Revenue notwithstanding the fact that it produces less revenue 
than the alternative methods. The explanation given by the Department is that if this 
particular alternative was not chosen, the abatement provisions of the Act would be 
totally ineffective and it did not consider that this was intended by Parliament. How- 
ever, the choice made by the Department has rendered completely ineffective the 
requirement that the method yielding the greatest amount of revenue is to be used. 


Under the present wording of the legislation there is an annual shortfall of revenue 
in excess of $50 million. If it is intended that such abatements be continued, then the 
Act should be suitably amended. 


154, Disposal of Crown-owned houses. In our 1965 Report we drew attention to 
Jrown-owned houses located at Coutts, Alta., being declared surplus to requirements 
oy the Customs and Excise Division of the Department of National Revenue and 
subsequently sold by Crown Assets Disposal Corporation for less than one-third of their 
sost 12 years earlier. We stated that the price obtained for the properties sold may have 
deen in line with current values but a loss of this magnitude suffered by the Crown on 
oroperties built only 12 years previously raised the question of the justification for the 
‘onstruction of the houses in the first place. 


During the year four other properties located at Coutts were declared surplus to 
equirements by the Department and sold by Crown Assets Disposal Corporation for 
‘20,000. These properties had cost $55,000 in 1954 so there was a 64% capital loss over 
Period of 14 years. The loss seems excessive, especially in view of the inflationary 
ressures in recent years. 
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The Crown still owns 10 properties at Coutts, three of which have been vacant for 
periods of from six to 37 months. 

At Lewisporte, Nfld., a property was declared surplus to requirements by the Depart- 
ment in 1967 and was sold by Crown Assets Disposal Corporation to the Town of 
Lewisporte for $1,200. The house was demolished and the lot put to use as a public 
parking area. The municipality had previously been receiving a grant in lieu of taxes 
based on an assessment of $6,000. 

In explaining to the Public Accounts Committee the earlier disposal of houses at 
the port of Coutts, officers of the Department stated that their decision to declare the 
houses surplus was based on a policy expressed by the Treasury Board in May 1964 that 
where government employees are no longer required to live at sites where there are 
government houses “these dwellings are now surplus to requirements and they should be 
disposed of since the Crown has no business in competing with private landlords in the 
rental business and the costs of administration and maintenance often exceed the low 
rentals collected”. 

In its Fifth Report 1966-67 to the House dated October 19, 1966 the Standing: 
Committee on Public Accounts, referring to the policy, stated that: 


The Committee does not consider that this policy directive contemplated or necessitated a 
70% capital loss being taken by the Department ... The Committee intends to pursue this 
matter with Crown Assets Disposal Corporation. 


155. Computation of income for tax purposes. Section 17(2) of the Income Tax Act, 
R.S., c.148, states: | 


Where a taxpayer carrying on business in Canada has sold anything to a person with 
whom he was not dealing at arm’s length at a price less than the fair market value, the fair. 
market value thereof shall, for the purpose of computing the taxpayer’s income from the 
business, be deemed to have been received or to be receivable therefor. | 


In the course of our examination at a district taxation office of the Department of | 
National Revenue, a situation came to attention in which a Canadian manufacturing 
company sold about 70% of its annual output to a wholly-owned subsidiary domiciled 
in Canada. The profits of this subsidiary company are not subject to Canadian income 
tax. | 

During the years 1961 to 1966, the net operating income of the subsidiary company 
was nine times greater than the net operating income of the parent company notwith- 
standing the fact that the latter’s production made up half of the subsidiary’s sales. This 
situation appears to be primarily the result of the inter-company billing level used by the: 
parent in charging its subsidiary. 

The Department did effect a settlement in 1967 but in our opinion the require 
of section 17(2) of the Act was not met and as a consequence an effective assessment of 


( 


income tax was not made. 
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| 156. Avoidance of tax by closing “permanent establishment in Canada’. We have 
_ noted instances where companies have ceased operations in Canada and become non- 
| resident, thereby avoiding the payment of taxes on the proceeds of the sale of rights, 
_ licences and privileges. 
Section 83A (5b) of the Income Tax Act, R.S., c.148, provides that where a right, 
licence or privilege to explore for, drill for or take, in Canada, petroleum, natural gas or 
_ other related hydrocarbons (except coal) is disposed of after April 10, 1962 by certain 
corporations, associations, partnerships or syndicates, any amount received by the corpora- 
| tion, association, partnership or syndicate as consideration for the disposition thereof shall 
_ be included in computing its income for its fiscal period in which the amount was received. 
| This section includes the word “received” and a company may therefore cease its 
_ operations and sell its assets on terms calling for payment for the right, licence or privilege 
| to be made at a date subsequent to the sale. As such a company is not required to file 
subsequent tax returns because it does not have a permanent establishment in Canada 
| subsequent to the date of cessation of operations and sale, it can thus legally avoid paying 
‘Income tax on the amount received at a later date. 
| The budget resolutions presented to the House of Commons by the Minister of 
‘Finance on October 22, 1968 included the following resolution designed to prevent the 
avoidance of income tax in this way in future: 


That with respect to dispositions after October 22, 1968, subsections (5b) and (5c) of section 
83A of the said Act, which presently provide for including in income of a taxpayer the pro- 
ceeds received from the disposition of certain gas and oil rights, provide that the proceeds 
receivable from such dispositions be included in income in the taxation year in which the 
disposition occurred, and that section 85B of the said Act be extended to entitle a taxpayer 
carrying on business in Canada to claim a reserve in respect of proceeds receivable from such 
dispositions after October 22, 1968 that have not been received at the end of his taxation 
year. 


; 


157. Income tax owing by non-residents. In paragraph 125 of last year’s Report 
reference was made to the deletion from the accounts, with the approval of Parliament, 
of income taxes amounting to $7 million owing by 403 taxpayers from whom collection 
could not be effected because they were no longer resident in Canada. During the year, 
Treasury Board Vote 7c of Appropriation Act No. 1, 1968, 1967-68, c.84, authorized the 
deletion from the accounts of certain debts due to Her Majesty aggregating $19 million. 
Of this amount $16.8 million represented uncollectable income tax, of which $5.2 million 
was owing by 267 taxpayers from whom collection could not be effected because they are 
no longer resident in Canada. This is a continuing problem which is aggravated by the 
fact that a person emigrating from Canada is not required to obtain a tax clearance 
defore departure, by the lack of any agreement with other countries for the collection of 
‘aX On a reciprocal basis and by the apparent inability of any government to make use of 
the courts of another country for tax collection purposes. 
| The problem is not limited to persons who are non-resident, as it exists to some 
legree in the case of residents of Canada living near the United States border who are 


mployed in the United States, Such persons are taxable in Canada on all their income 
) 
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whether earned in the United States or Canada, but collection becomes impossible if 
the taxpayer chooses to arrange his affairs in such a way that any assets which might be 
seized are kept in the United States. 

Consideration should be given to the development of procedures designed to minimize 
the evasion of payment of income tax by persons leaving Canada or removing assets from 
Canada. 


158. Income tax concessions to members of the Armed Forces. In our 1967 Report 
(paragraph 126) attention was drawn to income tax concessions to members of the 
Armed Forces. Two concessions were referred to. The first was that a serviceman 
unlike a civilian taxpayer, receives the benefit of married exemption even though his 
wife’s income exceeds $1,250, and where his wife has an income between $250 and $1,25( 
in a taxation year, he is not required to reduce his married exemption by the amount 
by which his wife’s income exceeds $250. We pointed out that if the wives of only 1,00( 
of the 72,000 married servicemen have an annual income of $1,250 or more, then the 
minimum annual loss to the Crown is equivalent to the income tax on $1 million oj 
taxable income. 

The second concession referred to was a provision in the Regulations made pursuant 
to section 66(1) of the Income Tax Act, R.S., c.148, that no amount of tax is to be 
paid by a member of the Canadian Forces on amounts of pay and allowances payabk 
to him in a taxation month in consequence of an upward adjustment in the montl 
of his pay and allowance entitlements for a month. | 

The situation remained the same throughout the year under review and as { 
result the Crown continued to suffer a loss of tax by reason of the full married exemptior 
being allowed to servicemen whose wives had an income in excess of $250, and als 
suffered a loss of tax on $2 million of taxable income for the month of October 196° 
with respect to a pay increase commencing in that month. | 


159. Children’s allowance paid to members of the Armed Forces serving abroad. L 
previous Reports (paragraph 127 in 1967) we have drawn attention to the fact tha 
allowances provided to members of the Armed Forces, posted to a unit of the Canadia: 
Infantry Brigade or the Air Division in Europe, include a children’s allowance to com 
pensate for the loss of family allowances which would have been received had th 
children remained in Canada, and to the fact that such members are permitted to clain 
the income tax exemption of $550 for each dependent child not qualified for famil, 
allowances. 


A similar situation exists in connection with an allowance paid to Foreign Serva 
Officers with respect to a child. 

When we drew this anomaly to the attention of the Taxation Division of th 
Department of National Revenue we were advised that appropriate amendments t 
the Income Tax Act, R.S., c.148, and Income Tax Regulations would be proposed t. 
provide that the deduction permitted for a wholly dependent child not qualified fc 
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family allowances will be limited to $300 when children’s allowance has been paid to 
a member of the Armed Forces on behalf of a dependent child. 

The budget resolutions presented to the Hous 
_ Finance on October 22, 1968 included the followin 
to the Income Tax Act in order to remove this 
_ taxation year: 


e of Commons by the Minister of 
g resolution proposing an amendment 
anomaly with effect from the 1969 


That for 1969 and subsequent taxation years, the deduction in computing taxable income 
of $300, or of an amount not exceeding $300, now based on a child who is qualified for 
family allowance be based on a child who has not attained the a 
the end of the year and the deduction of $550, or of an amount not exceeding $550, now 


based on a child not so qualified be based on a child who hag attained the age of sixteen 
years before the end of the year. 


ge of sixteen years before 


| 160. Insufficient penalty for late payment of imcome tax. In our 1967 Report 
(paragraphs 128 and 198) we drew attention to the $288 million of income tax remain- 
ing unpaid at March 31, 1967 and indicated that the imposition of penalties for late 
‘payment over and above the 6% interest which is payable on taxes paid after the due 
date could be of material assistance to the Taxation Division of the Department of 
National Revenue in collecting its outstanding accounts. 

The situation remained the same throughout 1967-68 and unpaid taxes at Mareh 
31, 1968 amounted to $278 million. 


161. Cost of printing income tax deduction tables. The budgetary proposals 
presented by the Minister of Finance on November 30, 1967 included income tax pro- 
posals which were to be made effective January 1, 1968. Bill C-193 to amend the 
Income Tax Act was given first reading on December 18, 1967. 

In preparation for the changes which were to take effect on January 1, 1968, the 

Taxation Division of the Department of National Revenue arranged for the printing 
of new income tax deduction tables at a cost of $35,400. These tables were mailed to 
employers at an estimated cost of $18,300 for postage and were in use for only three 
months because Bill C-193 was defeated on third reading on February 19, 1968. 
_ When this happened the Department again arranged for revised income tax dedue- 
ion tables at a cost of $35,700. These tables were never distributed because they 
contained an error and because Bill C-208, which received Royal Assent on March 27, 
1968, provided for a 3% temporary surtax requiring the preparation of yet another 
et of tax deduction tables. 


The printing of two sets of income tax deduction tables, which as it turned out 
vere not required, resulted in non-productive expenditure of $89,400. 


162. Second class mail. For the year ended March 31, 1968 the Post Office Depart- 
gent incurred an operating deficit of $67.2 million compared with a deficit of $47.8 
aillion in the previous year. In arriving at these operating results, the Department 
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has taken credit for the interest value of balances held in the Money Order Account 
and Post Office Savings Bank less interest allowed on Savings Bank accounts. (See 
paragraph 307 of this Report.) 

Of the deficit of $67.2 million, $37.5 million is attributed to the loss on the handling 
of mailings by publishers of newspapers and other periodicals (second class mail), an 
increase of $3.7 million over the loss on second class mail in the previous year. 

The following figures show the estimated loss in handling second class mail in those 
years for which the loss has been calculated: 


Cost Revenue Loss 
1956-570 ices hale eG ek ee ee eee $ 25,200,000 $ 6,300,000 $ 18,900,000 
iE )s aan) pee eRe RENO Mkt REN Te oe tie 27,900,000 6, 200, 000 21,700,000 
VOG 162 vs cul eign Be alee waeoee ea ae eee 32,700,000 8,000 , 000 24,700,000 
TOG5 O62... Sika ale es ea eee 36, 900,000 8,800,000 28,100,000 
$9GG~B7 5. bc. Wats: Gk kee Dee, ae: ee eee 43 ,000 ,000 9, 200 ,000 33 , 800,000 
LOOT bela wc fk ties Ae Pe ee eee 47,200,000 9,700,000 37,500,000 


The Public Accounts Committee has expressed the opinion that sufficient considera: 
tion has not been given to the solution of this problem which it first considered in 195% 
and in its Fourth Report 1966-67 stated that: 


It considers it essential that the Post Office Department or Parliament immediately find way 
and means of covering the loss of the Post Office Department in handling second clas: 
mail without this being done at the expense of other classes of mail, keeping in mind, how 
ever, the need of assistance to small independently-owned newspapers circulating in rura 
areas. (See Appendix 1, item 1.) 


| 

By an amendment (1968-69, c.6) to the Post Office Act, R.S., c.212, which was give) 
Royal Assent on October 31, 1968, the second class rates of postage were increased. I 
moving second reading the Postmaster General informed the House that with no increas 
in postage rates the loss on second class mail would increase to $54.6 million in 1969-7 
and that the increases proposed would reduce this forecast loss to $39.1 million. The los 
in 1969-70 will presumably exceed $39.1 million because the increased rates which origin 
ally were to have taken effect on April 1, 1969 are now being made effective in three stage 
on April 1, 1969, October 1, 1969 and April 1, 1970. | 

163. Failure to collect postage at proper rate. The postage rates applicable to th 
various classes of mail handled by the Canada Post Office are complex and postmaster 
sometimes charge an incorrect rate. When an undercharge on second class mail is suk. 
sequently noted, the Post Office assesses the insufficient postage against the mailer an 
recovers the revenues properly due. | 


In an instance noted during the year, a newspaper publisher prevailed upon a posi 
master at one of the smaller post offices to accept unaddressed copies of his newspapt 
at the second class postage rate rather than at the higher third class householder rat 
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| The error was detected and the Post Office attempted unsuccessfully to obtain payment 

of the balance of the postage. The matter was referred to the Department of Justice with 

a view to taking action to enforce payment of the amount due. However, the Department 

of Justice expressed the opinion that the Postmaster General was not empowered to im- 

pose liability for postage due and that an action could not be maintained against the 

_ publisher in this case. 

. Because of the complexity of the postage rates and the fact that the collection of 
postage is decentralized over hundreds of post offices throughout the country, it is inevit- 
able that errors will occur. If, as appears now to be the case, the Post Office lacks legal 
authority to enforce payment of the proper postage once the mail has been accepted, 

_ the effect on postal revenues could be serious. 

Consideration should be given to suitable amendments to the Post Office Act to en- 
sure that the Post Office can effectively carry out the provisions of the Act with respect 

_ to the assessment and collection of postal revenues. 


Se 


—— a 


164. Post Office pay. In the course of test examinations of the pay records in 46 post 
offices, numerous errors were noted, particularly in connection with the computation of 
| overtime, holiday pay and leave credits. These errors resulted for the most part from mis- 
interpretation of pay regulations causing overpayments and underpayments of salary 
totalling several thousand dollars. 


} 


Apart from mathematical errors, there were errors in recording the number of regular 
hours worked, improper recording of overtime, confusion respecting rotation days and 
days of leave, errors respecting night differential, payment of rates higher than author- 
ized, errors in the use of punch time cards, etc. Instructions issued respecting the statutory 
holiday on July 1, 1967 (Saturday) and the public holiday on July 3, 1967 (Monday) did 
hot adequately cover the special conditions peculiar to the Post Office Department and 
resulted in confusion and lack of consistency in making salary payments in the various 
Post offices. 

| The chief reason for the multiplicity of errors appears to be the failure of the 
Department to up-date, amend and consolidate the pay regulations in conformity with 
the new Public Service Terms and Conditions of Employment Regulations which came 
into effect on March 13, 1967, particularly with respect to the conditions peculiar to 
postal employment and the classes of postal employees. A contributing factor has been 
the lack of centralized direction because of the policy under which District Post Offices 
issue their own interpretation of the regulations. This has resulted in conflicting and 
inconsistent instructions as between headquarters and district offices, as well as between 
the various district offices. This lack of centralized direction has led to confusion and 
ambiguity and has compelled payroll personnel to make their own decisions, resulting 
in numerous Overpayments and underpayments. 


165. Losses resulting from the sale or distribution of government publications. The 
need for effective planning and pricing controls for the printing of government publica- 
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tions for sale or free distribution is illustrated by the following instances where losses 


have occurred: 


Li 


In September 1965 the Treasury Board granted authority to the Department of Publis 
Printing and Stationery for the printing of a Centennial publication entitled, “Canada 
A Year of the Land”. The departmental submission to the Board indicated that, althougl 
the book was envisaged as the ultimate in a Centennial prestige publication, all cost: 
were expected to be recovered through sales to the public. The selling price originally 
set by the Department at $30 was later reduced to $25 a copy. During the year 25,00( 
copies were printed at a cost of $514,000, excluding costs of direct advertising, distribu 
tion, administration and postage. The Department does not maintain a revenue recor¢ 
for each publication, but as it is estimated that 80% of the copies were sold to indepen 
dent retailers at the authorized discount price of $15 a copy, the total revenue would bi 
about $425,000. Thus, the Crown incurred a substantial loss on sales of this publication 


As early as 1965, plans were developed for the publication of a series of nine brochure 
dealing with the Canadian Pavilion exhibits at the 1967 World Exhibition. Purchas 
orders issued early in April 1967 ‘called for delivery by April 25, 1967, in time for th’ 
opening of the Exhibition. Because of persistent changes in the copy material, deliver 
of the brochures did not begin until mid-June 1967 and continued throughout July ani 
August, and in one instance into the final week of the Exhibition in October 1967. Afte 
the closing of the Exhibition the brochures had limited appeal although the Departmen 
of Public Printing and Stationery continued its efforts to sell them by offering them a 
a substantial discount. It is apparent that as a result of delays in delivery which affecte: 
the marketing of the brochures, the Department will incur a substantial loss. The bro 
chures cost $81,000, not including design, editing and distribution costs. There is n 
precise record of sales of individual publications available in the Department but, base: 
on quantities still on hand eight months after the end of the Exhibition, a liberal esti 
mate of sales revenue would be $20,000. | 


In July 1966 the Department of Manpower and Immigration requisitioned the printin 
of 170,000 copies of the English language edition of the booklet “Career Outlook—Uni 
versity Graduates” at a cost of $28,000. Approximately three months later, on Octobe 
21, a purchase order was placed with a commercial printing firm and ten weeks late: 
on December 29, the final proofs were submitted to the Department. The job was com 
pleted and the booklets delivered in February 1967. | 

The French language edition of this booklet was not requisitioned by the Depart 
ment until October 11, 1966 and three months later a purchase order was placed fc 
45,000 copies to cost $9,500, specifying delivery in 60 days. When the booklets were nc 
available in May, the quantity ordered was reduced to 5,000 copies to cost $7,700. Tr 
final proofs were not submitted to the Department until June 28, more than five month 
after the order was placed, and delivery was not made until August, much too late fc 
distribution of the booklet to the 1967 graduates. : 


The English language edition of “Career Outlook—Technological Institute Graduates 
was requisitioned by the Department of Manpower and Immigration on August 17, 196! 
The purchase order was issued six weeks later on September 30, 1966 and in less tha 
a month the final proofs were submitted to the Department of Manpower and Immigrs 
tion. The printing was completed and the booklets delivered in January 1967. The Frene 
language edition of this booklet was not requisitioned by the Department until Januar 
11, 1967 and a purchase order was issued on March 22, calling for delivery in four week 
However, nine weeks went by before the final proof was submitted to the Departme! 
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l of Manpower and Immigration and, as it was then too late for the booklets to be pro- 
| vided to graduates of technological institutes, the quantity was reduced from 15,000 

copies at a price of $3,800 to 2,500 copies at a price of $2,500. The printing of this re- 
duced quantity was completed and the booklets delivered in July. 


| 5. During 1967 payments of $9,900 additional to the contract price of $62,000 were made 
for the tourism publicity booklet “Adventure along the Trans-Canada Highway”, 


sored by the Canadian Government Travel Bureau. The additional payments resulted 


| from the over-printing required because the Newfoundland section of the Trans-Canada 
Highway had been described as being partly paved when in fact at the time of the 
printing the paving of the highway had been completed. 


| 166. Cash discounts lost. In our 1967 Report (paragraph 131) we drew attention 
' to the fact that the majority of the cash discounts offered to the Department of 
_ Public Printing and Stationery were lost because of delays in making payments. Although 

some improvements were made during the latter part of the year in the mechanics of 
the system and in the regulations which govern the payment of invoices in this Depart- 
ment, discounts amounting to $9,000 were lost during 1967-68. 


ed 


<= 


167. Public Printing and Stationery revolving fund. Prior to the transfer in 1963-64 
of certain printing functions from the Department of Public Printing and Stationery 
| to the Department of Defence Production, publications printed by commercial printers 
. for the Department of Public Printing and Stationery were paid for through the Queen’s 
_ Printer’s Advance Account. Subsequently, a revolving fund was authorized by Vote 
_ L83a, Appropriation Act No. 10, 1964, 1964-65, c.34, as amended by Vote L65e, Appropria- 
tion Act No. 4, 1966, 1966-67, c.6, to be used by the Department of Public Printing 
| and Stationery in paying for the printing of publications by commercial printers. 

| In fact, a payment out of the revolving fund is normally closely followed by reim- 
_bursement from the ordering department. This duplication of the paying process could 
_be eliminated if suppliers’ invoices, after being approved by the Queen’s Printer, were 
_paid directly from departmental appropriations instead of from the revolving fund, 
| thereby reducing administrative costs. 


168. Public Printing and Stationery Act, R.S., c.226. In our 1967 Report (para- 
“graph 133) we pointed out that, as all functions of the Department of Public Printing 
and Stationery, except the procurement of print for books and publications and their 
distribution, had been transferred to the Department of Defence Production, the pro- 
visions of the Public Printing and Stationery Act have limited significance in the adminis- 
tration of the printing and stationery activities of the Government of Canada. The 
legislation has remained substantially unchanged since 1886 and many sections of the 
Act, although still law, are ignored completely. 
| We reiterate our belief that the legislation should be brought up to date at the 
earliest opportunity. 
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169. Cost of unused hotel accommodation for language training courses. The Public 
Service Commission entered into agreements with a hotel in the Province of Quebec to 
provide accommodation for senior civil servants attending complete immersion courses 
in the French language. 

The agreements guaranteed the occupancy of 14 single rooms for the period January 
8 to May 28, 1967, 27 single rooms from October 8 to December 17, 1967, and 25 single 
and one double room from January 21 to June 7, 1968, at an all-inclusive rate of $20 
per day for each student and professor. The accommodation occupied by the students 
was paid for by the students themselves and the costs reimbursed to them by their re- 
spective departments, while the cost of accommodation for the professors was borne by 
the Commission. 

Due mainly to withdrawals from the programs on short notice, full attendance was 
not achieved and consequently the Public Service Commission was required to pay $11,34C 
as the cost of unoccupied rooms during these periods, of which $840 was paid in the year 
ended March 31, 1967, $4,300 during 1967-68 and $6,200 in 1968-69. 


170. Real property inventory. In last year’s Report (paragraph 134) we referred tc 
the progress being made towards the establishment of a centralized system of reporting 
publishing and maintaining an inventory of real property. We stated that about 4,00( 
properties had been recorded and that the Department of Public Works expected t 
produce the initial listing in the near future. 

The first print-out of the inventory, based on data relating to over 6,000 properties 
was distributed to departments and agencies in April 1968. It included the majority 0 
federal holdings in the major urban areas. Although practically all buildings are nov 
included in the inventory, it has not been possible to make the same progress with regar( 
to marine facilities and data in that connection is unlikely to be fully available befor 
1971. We have been informed that present plans are to issue a second print-out befor: 
the end of 1968 which will cover approximately 9,000 properties, and that eventuall; 
there will be an annual listing supplemented by a quarterly reporting of surplus property 

With the release of the first print-out, a Treasury Board Management Improvemen 
Policy Statement was issued, objectives of which were to reaffirm responsibilities fo: 
continuing accumulation of data and the operation of the inventory, to discuss its utiliza 
tion, and to invite contributors to indicate their anticipated information requirements 


\ 


171. Federal land and assets occupied and used by the Province of Quebec in th 
Montreal-Longueuil area. In our 1967 Report (paragraphs 79 and 96) reference we 
made to financial and legal problems encountered by the Federal Government in respet 
of various federal lands and assets occupied by the Province of Quebec in the Montrea. 
Longueuil area. Specific reference was made to: | 
(1) approximately 1,500,000 square feet of land taken by the Province without agreemel 

or compensation to form integral approaches to the Jacques Cartier Bridge; | 


—- 
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(2) approximately 2,358,000 square feet of land with an estimated minimum value of $4 
million taken by the Province without agreement or compensation for service roads 
connecting a municipal street system to a nearby provincial highway; 

(3) remainder lands rendered useless or of little value by virtue of the road allowances taken 
by the Province; 


(4) the expropriation by the Province of a portion of the Craig Street armoury site which 
is holding up settlement between the Crown and the City of Montreal involving this 
site and the adjacent Champ de Mars property. 


A special committee of senior officers of the departments and agencies directly 
involved had been formed to review and consider alternatives and legal means available 
for the settlement of the problems. 

It has since been decided that any negotiations should be preceded by the prepara- 
tion of a complete inventory of land used by the Government of Canada in the Montreal 
area and an assessment of what its future requirements are likely to be. It was also 
considered essential to know the needs of all federal agencies, such as The St. Lawrence 
Seaway Authority and the Canadian National Railways, and of any claims by them 
against the provincial or municipal governments. All claims should be considered in 
the context of any overall settlement. 

As departments or agencies with problems in the Montreal-Longueuil area have 
either not reported fully or have made no report for purposes of the Central Real 
Property Inventory (see paragraph 170 of this Report), due in some instances to a 
lack of knowledge of the extent of their holdings, it is evident that considerable time 
may elapse before the basic requirements which are to precede negotiations for settle- 


Ment can be met. 


172. Increasing accommodation rental costs. In last year’s Report (paragraph 135) 


We pointed out that although the Royal Commission on Government Organization 


-Tecommended that departments and agencies be charged for accommodation and real 
property services rendered to them by the Department of Public Works, this recom- 
-mendation was not among those approved up to that time by the Government. That 
Is still the case. We suggested that as long as the Department of Public Works must 


absorb rental costs out of its own parliamentary appropriations while the ultimate 
choice of accommodation rests with client departments, costs are likely to be higher 
_than necessary. In our view, if the costs of accommodation were to be charged to the 
_ occupying departments or agencies, it is reasonable to suppose that they might be more 
cost-conscious. 

| Last year the increasing importance of rental costs was demonstrated by a com- 
parison of such costs incurred by the Department of Public Works in 1964-65 and 
‘in 1966-67. We showed that in 1966-67 total rental outlay was $17,148,000, of which 
$10,301,000 related to premises in Ottawa and Hull. Comparable figures for 1967-68 
‘show an acceleration of the trend towards substantially higher costs. Total rental outlay 
Was $27,216,000, of which $14,271,000 was for space in the national capital area and 
$12,945,000 pertained to other areas both in Canada and abroad. The latter amount 
Tepresents an increase of 89% over the amount of $6,847,000 in 1966-67. 
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The increase in costs reflects both higher rates and additional space requirements. 
In the Ottawa-Hull area, for instance, the 3,650,000 square feet of space under lease at 
March 31, 1967 had risen to 4,725,000 square feet by March 31, 1968. 

The experience of the Department of Public Works with respect to a six-storey build- 
ing in the downtown area of Ottawa provides an illustration of why rental costs have 
increased sharply in recent years. In 1950 the Department leased 51,940 square feet com- 
prising most of the space in this building for a period of ten years at an annual rental of 
$114,000. The lease was renewed in 1960 for a further period of five years at an annual 
rental of $118,000. In 1965 the lease was again renewed briefly at a rate of $145,000 per 
annum and the space was vacated on October 31, 1965. A condition of the lease was that 
the premises would be surrendered in good and tenantable repair, reasonable wear and 
tear excepted, and the Department was called upon to pay the lessor $113,000 in 1966 
for his expense in rectifying damage beyond the “reasonable wear and tear” limit. 

With effect from July 1, 1967 the Department leased the whole of the same building, 
approximately 55,000 square feet, for a period of ten years at an annual rental of $230,000 
to accommodate units of the Department of External Affairs. In addition, in the event 
that municipal real estate taxes, excepting local improvement charges, rise to the extent 
that in any tax year the taxes exceed 120% of the tax imposed for the base year 1967 
the Crown will pay the excess. Although the Department of Public Works considerec 
the rental high for the type of accommodation provided, it was felt that the rate was 
likely to be considerably below the market value during the latter part of the ten-yeal 
term. | 


173. Eating facilities for Crown employees in public buildings. In our 1966 Repor 
and again in 1967 (paragraph 137) we pointed out that one of the conditions attachec 
to the general policy respecting the installation of eating facilities for government em 
ployees in public buildings is that cafeterias will be installed only when the public servic 
population is large enough to ensure that operations can be conducted without any los 
of public funds; that despite this policy such operations are in fact subsidized to a con 
siderable extent because no charge is made by the Department of Public Works to th. 
operators for space, fixed kitchen and serving counter equipment, tables, chairs, utilit; 
costs, etc. | 

We also pointed out that the Royal Commission on Government Organization, 1 
commenting on food services, observed that although it is common practice for commere 
and industry to provide meals to employees at less than cost, such subsidies are carefull. 
costed for purposes of management control; that until the Department completes step 
to segregate operating costs by buildings, and in this process isolates the cost of eatin 
facilities, the extent to which cafeteria operations are subsidized cannot be determine 

Last year we reported that we had been informed that although a cost system t 
produce the required results was being developed, it was unlikely to be completed an 
applied within the next two or three years. The Department and the Treasury Boar 
secretariat have since had a number of discussions relating to the costs of providin 
eating facilities and the development of the required cost system is continuing. | 
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Until the Department is in a position to ascertain 
cost of providing cafeterias and similar facilities for 
proper management control. 


on a continuing basis the actual 
public servants, there cannot be 


174. Cost of the National Arts Centre, Ottawa. In 1963 the Government decided 
that a National Arts Centre should be developed as a Centennial project for Ottawa. 
Construction has been in progress since early 1965 and the work is expected to be com- 
pleted early in 1969. Although the first estimate of the cost of the work prepared by 
the Department of Public Works and submitted to the Treasury Board in June 1964 
was $18,223,000, by October 1968 the estimated final cost had risen to $46,426,000. A 
comparison of the items making up these amounts follows: 


Estimated cost 


June 1964 October 1968 
a ig Pe Ae Peis dan bhe ohn. <aloie dese ascl... Mek $ 3,800,000 $ 6,606,000 
MEU NW ea Net cok el alc a. 12,880,000 33,363,000 
SEES EET A OS Rey ye enn ee — 260,000 
pera ereemee AS wid. yy ds deiega - ¥ascclesecwe, ac. 16,680,000 40 , 229,000 
(| GIVI sa ane a a ec 386 , 000 500,000 
tere eee ey er) 2 Oy ae 1,157,000 2,793,000 
euee ens AU Turtashings ors.) 28 T. 2ef STh yo. Se — 1,728,000 
Miscellaneous (municipal services, site supervision, special consultants, 
Fee Ay he oe ee cc rrr — 1,176,000 


$ 18,223,000 $ 46,426,000 


Estimates of the cost of the work were communicated by the Department of Public 


- Works to the Treasury Board as follows: 


oeeramerrne sere eyer es PS eI eo $ 18,223,000 
oy Lk hg aa a ho eA Ny Oe 26,335,000 
Ren ietnaCey ware OOS. FOU fo ee vt gd wt 29,972,000 
Ce ee ee ee ee es : ae 43,027,000 
EE i Oe ee es 46 , 426,000 


The major portion of the initial estimate was $16,680,000 for the construction of 
the complex, including an underground garage. By October 1968 this had risen to 
$40,229,000. The increase of $23,549,000 occurred during the several phases of con- 
struction, as follows: 


PHASE I. In January 1965 a contract was awarded in the amount of $1,283,000 for excava- 
tion, shoring and bridge diversion at the site on Confederation Square recommended by 
the National Capital Commission. The primary purpose of this contract was to get the 
excavation under way so that the actual site conditions, known to be poor because of 
shattered and faulted rock with seams of mud, could be determined and reflected in the 
design of the main structure. This contract was completed in 1965 at a cost of $1,453,000. 
The additional cost of $170,000 was accounted for by a number of items, including the 
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construction of a waterproof retaining wall on the Rideau Canal side of the site, the pro- 
vision of a traffic underpass below the bridge diversion road, and excavation to a greater 
extent than had been estimated. 

PHASE 1. In June 1965 a contract was awarded in the amount of $1,050,000 for the con- 
struction of a portion of the garage, a new permanent approach deck for the Mackenzie 
King Bridge, and the partial demolition and removal of the temporary diversion constructed 
under the Phase I contract. The construction of the garage was commenced at this stage 
in order to provide a working area for the construction of the building complex. The final 
cost of this work, completed early in 1966, was $1,730,000. The increase of $680,000 was 
accounted for by a substantial number of extra work requirements. In order to expedite the 
completion of the overall project, some rock excavation and road work originally intended 
to be carried out under Phase III of the project was performed as an extra to the Phase I 
contract at a cost of $185,000. Another large extra involved $100,000 for a temporary 
heating system to protect a portion of the work against frost heave. Modifications costing 
$141,000 were made to the foundation footings of the Mackenzie King Bridge so that a 
structural element could be connected to it. 


PHASE -A. In August 1966 a contract was awarded in the amount of $515,000 for the 
provision of a tunnel access to the parking garage extending beneath Elgin Street to the 
lower garage level. The final cost was $592,000. 


PHASE ut. The estimate of overall cost submitted to the Treasury Board in June 1964 
included an amount of $12,880,000 for the construction of the main building. By Feb- 
ruary 1966, when the consulting architects had essentially completed their design for this 
major element of the project, their estimate had risen to $22,500,000. However, when tenders 
were received in May 1966 from five of the six companies invited to tender on a pre 
qualification basis, they ranged from $31,848,000 to $35,397,000. The Department of 
Public Works felt that this reflected a realistic appraisal of what would be required te 
build the complex and that the difference of $9,348,000 between the consultants’ estimate 
and the lowest tender could be attributed primarily to under-estimating by the consultants: 
that nothing would be gained by another tender call. Accordingly a contract in the amount 
of $31,848,000 was awarded in June 1966. On November 7, 1968 the House of Commons 
Standing Committee on Broadcasting, Films and Assistance to the Arts was informec 
that the final amount which would be payable under the contract had risen to $36,140,000 
Reference was made to many extras. A major amount, $1,193,000, stemmed from the 
foundation conditions. Phase III included the balance of the excavation work, and over: 
runs in estimated quantities affected the scheduling of the rest of the project in terms o 
heating and subcontractors’ operations. Another large additional amount was $1,390,000 
arising from many change orders giving effect to differences from what had been indicatec 
in the initial plans, in order to make certain that there were no inconsistencies betwee! 
the mechanical, electrical and structural elements of the contract. 


The visual arts program, for which $386,000 was included in the original estimate 


was to embellish the building through sculpture, tapestry, murals, etc. Although the pla 
was to allocate 3% of the capital cost to embellishment, the escalation of the capital cos” 
caused the Treasury Board to place a limit of $500,000 on the budget for the purchas’ 
or commissioning of works of art. This amount is included in the estimated final cost 0 


the project. 


a 
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The remaining item of the original cost estimate was $1,157,000 for the services of 
the firm of architects which was engaged in 1964 to design, prepare working drawings 
and specifications, and supervise construction of the National Arts Centre. As fees 
are based on percentages of the actual cost of construction of the Centre and the associated 
garage, and the cost of works of visual art commissioned through the consultants, fees 
based on the final estimated cost of the project rose to $2,793,000 by October 1968. 
This amount includes a payment of $44,000 made during the 1965-66 fiscal year for 
work performed but not used (see our 1966 Report, paragraph 147, item 11). 


175. Construction and financing of wharf facilities for exclusive use of private inter- 
ests, Wolf Cove, Nfld. In last year’s Report (paragraph 138) reference was made to an 


_ instance where the Department of Public Works had agreed to design, construct and fi- 


nance wharf facilities for the exclusive use of a Newfoundland company. The company 
agreed to repay the cost of construction, with interest, over a period of years. We pointed 


_ out that the information presented in the Estimates implied that the facilities were to be 
_ constructed and owned by Canada in the normal manner ; that in our view the Estimates 
should have disclosed that the wharf was being built for the sole use of private interests 
_ who are to repay the cost to the Crown over a 25-year period, with interest, after which 


} 


. 


- title passes to them. 


A similar case has since come tu attention. In 1966 a Newfoundland mining company 
sought to have the Department of Public Works construct a wharf at Wolf Cove over 


which it could ship its copper concentrates. The Department informed the company that 
as public requirements for wharf facilities were already being met by structures main- 


{ 


tained by the Department at two nearby communities, suitable cost-recovery arrange- 


ments would be necessary. In November 1966 an agreement was signed under which the 
Department agreed to construct the required facilities at an estimated cost of $285,000. 
Among other things, the company agreed to pay the full cost of construction, with interest 


at the rate of 574% per annum over a 15-year period. Title is not to vest in the company 


until full payment has been received. 


Preliminary costs of $5,200 were incurred by the Department in the fiscal year 


“ended March 31, 1967. In March 1967 a construction contract was awarded which has 
been completed at a cost of $282,000, of which $246,000 had been paid by March 31, 


(1968. Therefore the capital sum involved is $287,000. 

| As was the case in the instance reported last year, the information appearing in 
the Estimates gave no indication that this wharf was being built for the exclusive use 
of a company which has been permitted a period of 15 years in which to repay the 
cost incurred by the Crown. 


176. Cost of maximum security livestock quarantine station, Grosse Ile, Que. Early 
in 1965 the Department of Agriculture obtained Executive approval for the establish- 
ment of a maximum security livestock quarantine station to be located at Grosse Ile, 
4n island in the St. Lawrence River about 40 miles downstream from Quebec City, at 
an estimated cost of $270,000. The station was to differ from existing ones because it 
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was to receive cattle from continental Europe rather than the United Kingdom, which 
would involve longer periods of quarantine under much more stringent conditions. 

The Department of Public Works accepted responsibility for the construction of 
the station. As there was an urgent need to have it completed by October 1, 1965, only 
six months remained to obtain site information and detailed requirements, to prepare 
the plans and specifications, and to construct the facilities. It seemed evident that the 
usual procedures, including the calling of public tenders, could not be followed because 
of the time involved. Accordingly, tenders were invited for the shell of the main barn, 
the intention being that while it was being constructed the detailed requirements for 
it and the other buildings which would comprise the station, and the necessary services, 
would be obtained. As a result, a contract in the amount of $79,000 was awarded in 
July 1965 for the construction of the basic structure, with concrete foundations and 
floor slab only. 

In November 1965 Treasury Board approval was obtained to amend the contract 
price to $212,000 to provide for the necessary electrical and mechanical work and 
barn equipment, as well as an additional unanticipated expense of $52,000 for gravel 
backfill. In April 1966, after the work had been completed, the Board approved a 
further amendment of the contract price, to $536,000, to cover changes and additional 
requirements. The final payment to the contractor during the current year brought 
the cost to $537,000. 

In its approach to the Treasury Board in 1966 for ex post facto approval of costs. 
for work already completed, the Department undertook to make a full investigation) 
of why an estimate of the items involved was not reported to the Board for prior 
approval in principle. In due course the Department reported that a shortening of. 
procedures in order to meet as closely as possible the emergency target date required 
by the Department of Agriculture had resulted in administrative and technical errors: 
in judgment. The Department was satisfied, however, that the prices charged by the 
contractor were fair and reasonable. | 

In 1966 the Department of Agriculture requested the Department to arrange for 
the construction of facilities which would double the capacity of the quarantine station. 
Payment under this contract, which did not include provision for control building 
facilities such as were required under the earlier contract, was completed during the 
year under review, the final cost being $361,000. In this instance tenders were called by 
public advertisement. | 


177. Consultants’ fees in respect of deferred project, Toronto, Ont. In 1958 con- 
sideration was being given to the construction of a large addition to the City Delivery 
Building of the Post Office Department in Toronto in order that it might serve at 
the main postal terminal for the City. The Post Office Department advised the Depart- 
ment of Public Works that before detailed planning for this building could be undertaken 
it would be necessary to make a complete study and to design a mechanical installation 
capable of handling a constantly increasing flow of mail. Accordingly, in 1959 engineering. 
consultants were retained for this purpose. 
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In 1961 two firms were engaged to work in association as consulting architects 
for the preparation of plans and Specifications and to Supervise construction of the 
_ proposed addition and alterations to the existing building. When initial preliminary 
reports received from them indicated that the proposal would cost in excess of $60 
million, they were directed to re-study the project and submit a more economical 

_ design. In 1962 they submitted a new proposal acceptable to the Post Office Depart- 
ment in terms of areas of accommodation and the preliminary estimate was reduced 
to $42 million. 

By 1963 it had become apparent to the Department of Public Works that the con- 
sulting services should be carried out through a single organization. One of the two 
firms that had been engaged in 1961 withdrew from the commission and the engineers 
retained in 1959 were made responsible to the remaining firm. In 1964 the services of 

these engineers were terminated and the consultants were permitted to retain another 
firm of consulting engineers to undertake statistical analyses and computer programming 
to determine design requirements and to complete preliminary design. 

The engineering studies made it apparent that the original proposal to build the 
new terminal as an addition to the existing City Delivery Building would produce facil- 
ities too restricted to provide the best mechanical equipment layouts. The result was 
that early in 1966 the Treasury Board gave approval in principle to the demolition of 

the existing building and the erection of a completely new structure on land occupied by 
the existing building and adjacent Crown-owned land. 

The architects submitted their preliminary design studies in December 1966. In April 
1967 the Treasury Board approved of the preparation of contract documents for the 
‘construction of the terminal, including provision of structural requirements for a future 
high-rise tower over the terminal to provide centralized office space for Federal Govern- 
ment departments in Toronto. An estimated cost of $65,280,000 was involved, including 
$18,621,000 for the mail handling systems. 

When it had been established several years earlier that the site was the proper loca- 
tion for the postal terminal, local bodies with an interest in the development of the area 
were informed of plans. A report issued by the City of Toronto Planning Board in October 
1962 showed the Crown-owned property as the site of the new terminal. N evertheless, by 
September 1967, when the production of working drawings was 20% to 30% complete, 

it became apparent that there was serious opposition to the siting of the terminal which 
would not be in harmony with development plans of other agencies for the Toronto water- 
front area. As a result, the Department of Public Works was informed by the Post Office 
Department that: 


From a subsequent discussion between senior officers of our Departments there is every 
possibility that this may require us to start planning for Toronto all over again. Even if 
Some plan can be developed for utilizing parts of our planning to date on an alternative 
site, considerable changes will have to be made in the basic plans for the building. In view 
of these possibilities I regretfully suggest that work which is now in progress should be 
stopped until a reassessment is made and a firm plan for future action is determined. 
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The consultants were instructed to stop work on the project and in November 1967 
the decision not to proceed with the terminal plans was made official. Prior to the year- 
end, final settlement was made with the consultants. The total cost of all consulting 
services involved since 1959 was $1,600,000. The likelihood that the planning will even- 
tually be used, at least to any significant extent, appears remote. 


178. Cost of unused plans, Ottawa. In 1962 architects were engaged by the Depart- 
ment of Public Works to (a) design and prepare complete working drawings and specifi- 
cations and to supervise construction of Phase I of a new building in Ottawa for the 
National Museum, and (b) design and prepare complete working drawings and specifica- 
tions for Phase II of the same structure. Phase I was to provide accommodation for the 
Human History Branch, the Canadian War Museum and part of the Natural History 
Branch. Phase II was to accommodate the remainder of the Natural History Branch. 

Planning was directed initially towards completion of Phase I in time for a public 
opening by July 1, 1967. By mid-1964, however, when plans were almost ready to be sent 
to tender, the Ottawa construction program for the next two or three years was cut back. 
The Museum building was a casualty of this decision, priority being given to the construc- 
tion of the National Arts Centre. 

By 1966 the Directors of the Museum, who had not been personally responsible for 
the projected requirements to which the new building was designed, had become increas- 
ingly doubtful about its suitability for modern concepts of museum operations. They 
also felt that the space planned would be inadequate by the time the building could be 
completed. Accordingly, a consultant on urban affairs was retained to prepare a report on 
likely space requirements over the next 25 to 50 years, having particular regard to the 
adequacy of the proposed site and its relation to urban development, traffic flow and 
other pertinent considerations. The consultant concluded that construction of the Museum 
building, designed for a specific site, could not be justified because it would be ill-suited to 
the objectives of the Museum as presently envisaged and it would be wasteful to take up. 
valuable downtown space for research and storage facilities. Furthermore, the whole 
concept of the surrounding area had been changed by the construction of the National 
Arts Centre. A much larger suburban site was recommended for other than public display. 
sections. | 

Early in 1968, although no definite action had been taken relative to a proposec 
campus concept for the Museum or the selection of a possible site, it was apparent: 
that it would not be built on the basis of the planning commissioned in 1962. Accordingly 
Treasury Board authority was sought to make a final payment to the architects fol 
their services. If tenders had been called, they would have been entitled at this 
point to three-fifths of the full fee which in turn would have been based on the cos! 
of the work as fixed by the lowest tender. In the absence of a tender it was necessar}, 
to establish an equitable cost figure. Although the architects arrived at an estimate 0 
$28,370,000 based on a detailed estimate and using cost figures obtained from recen’ 
prices received on a comparable Ottawa building, they eventually agreed to an estimat 
of $25 million made by the Department of Public Works in February 1966. This estab. 


| 
| 
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lished the fee entitlement at $717,000. Extra design fees of $23,000 and incidental costs 
of $13,000 allowed under the contract brought the total cost of the architects’ services 
for the abandoned Museum concept to $753,000. 


———— 


_ 179. Additional costs due to construction delays, Cowansville, Que. In 1963 the 
_ Department of Public Works, on behalf of the Canadian Penitentiary Service, awarded 
~acontract in the amount of $5,986,000 for the second phase of construction of a medium 
security institution at Cowansville. 


| By the end of 1967-68 the cost had reached $7,168,000. Included was $261,000 (of 
| which $241,000 was paid during the year) in settlement of a claim for $571,000 sub- 
| mitted by the contractor in respect of delays which he contended had been caused by 
_Yevisions made to the plans and specifications as work progressed. Following a detailed 
examination of the circumstances, the Department concluded that a delay of six months 
could be attributed in the main to significant design changes, there having been a 
dearth of precedents in many planning areas because large-scale penitentiary projects 
had not been undertaken in Canada for some years. The settlement compensated the 
contractor and three of his subcontractors for additional] job overhead expense, increases 
In wage rates and material costs, loss of efficiency, a return to the site to check on the 
functioning of security hardware, and extended operation of the heating plant. 

| 


| 


Payments to the contractor since the end of the year have included the $20,000 
- previously withheld from the settlement and $15,800 of an approved addition thereto 
_of $19,300. This additional claim was accepted when a subcontractor was able to provide 
documentation which substantiated the costs he had incurred on certain items for which 
no detailed support had been available when the claim was first considered. 


180. Additional costs due to construction delays, Ottawa. Tenders for the construc- 
tion of a headquarters building in Ottawa for the Department of National Health and 
‘Welfare were received by the Department of Public Works in 1961. The lowest. bid, 
$7,225,000, was considered by the Treasury Board to be too high. Negotiations by the 
Department of Public Works with the low tenderer were successful in reducing the 
contract price to $6,713,000, which was approved by the Board. 
| The final contract payment, made in February 1968, brought the cost to $7,007,000, 
‘the increase being largely attributable to foundation changes, additional excavation 
and improvements in the podium area. At the same time the contractor was paid $229,000 
‘in settlement of a delay claim of $517,000 thereby raising the actual construction 
cost to $7,236,000. 


The claim settlement took into account job overhead expense for 53 weeks, as a 
Consequence of delays associated with the location of a storm sewer being incorrectly 
shown on the contract drawings, redesign of the foundations, production of mechanical 
drawings relative to relocation of the cafeteria, extension of the work into a strike 
period, and production of partition layouts. The original completion date had been 
} 


February 19, 1963 but the building was not accepted until July 17, 1964 and, in recogni- 
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tion of the carry-over into another season of construction, extra costs for winter heating, 
snow removal and maintenance of temporary roads were allowed. Similarly it was 
acknowledged that the prolonging of the contract had brought it into a period of higher 
labour rates. Subcontractors’ additional costs caused by the delays were also accepted. 

In 1964-65 the consulting architects were paid an additional fee of $57,000 for 
abandoned work and redesign. During 1967 they submitted a further claim for $39,000 
‘n connection with extra expenses which had arisen from the construction delays. Pay- 
ment in the negotiated amount of $18,000 was made in March 1968. 


181. Cost of unused plans, Cambridge Bay, N.W.T. In 1965 architects were engaged 
by the Department of Public Works, on behalf of the then Department of Northern 
Affairs and National Resources, to design and prepare working drawings and specifica- 
tions and to subsequently supervise the construction of a 14-room school and a 200-bed 
hostel at Cambridge Bay. The estimated construction cost was $3, 010,000. 

Between the preparation of the original project brief and the completion of working 
drawings there were changes in requirements, including provision for ancillary structures, 
which would obviously affect the cost. By December 1965 the Department of Public 
Works arrived at a cost estimate of $4,500,000. In April 1966 the consultants produced 
a final estimate of $5,297,000. However, when tenders were received in August 1966. 
the lowest bid was $6,948,000. The substantial difference between bid and estimate 
was attributed to a lack of knowledge on the part of the Department of the cost ol 
building a large school and hostel complex in such a remote locality, compounded by 
the fact that tenders were called at a time when contractors were uninterested in such 
a project since work was easily obtainable in more settled areas. 

The project was abandoned, not only because of the unexpectedly high cost but 
also as a result of a review of policy which led to a decision to erect a number of smaller 
schools at various locations. A consequence was the construction of a 5-room school at 
Cambridge Bay, substantially completed in 1967 at a cost of $624,000. Since the origina’ 
concept bore no relation to this structure, none of the design could be used for thi 
smaller school. | 

During the year a final payment of $54,000 was made to the consultants, bringing 
to $122,000 the amount paid to them for their services in connection with the abandonet 
project. 

| 

182. Increased rental due primarily to administrative delays, New Westminster, B.C 
In April 1966 the Department of Public Works issued a tender call for the provision 0 
postal station accommodation at New Westminster on a build-lease basis. Two bidder 
responded on May 31, 1966, the lower offering to construct the required building in con 
sideration of entry into a lease for fifteen years, with options to renew for two furthe 
terms of five years each, at a rental of $10,500 per annum. | 

During the following six months the lease proposal was communicated to ani 
accepted by the Post Office Department, the preliminary floor plan was revised to th’ 
satisfaction of that Department and the lessor, and Executive authority for the leasin | 


| 


_ arrangement was obtained. Another eight months elapsed before the Post Office Depart- 
/ ment’s approval of the final drawings was Secured, subject to the incorporation of a 
» number of minor changes. 
The lessor wrote the Department of Public Works on October 16, 1967, acknowledg- 
_ ing receipt two months before of advice as to approval of the working drawings, and 
| indicating that in the interval present-day construction costs had been investigated. 
_ His conclusion was that substantial rises in prices and financing costs since the sub- 
mission of his tender, together with the effecting of changes not envisaged at the outset, 
which had added slightly to the Square footage of the building, made it impossible to 
_ proceed with the project at the rental rate contained in his offer. Increase of the annual 
_ rental to $15,600 was proposed. | 
| Treasury Board approval of the higher rate was received on January 10, 1968 and 
_ occupancy of the newly-constructed premises took place on June 1. Primarily because 
of administrative delays an additional cost of $76,500 will be incurred over the 15-year 
_ term of the lease. 
| We have been informed by the Department of Public Works that a reasonable lapse 
of time between the advertising for tenders and the completion of working drawings 
would be about six months but that no legal agreement exists until a lease has been 
_ executed. 


183. Additional cost due to construction delays, Jasper National Park, Alta. In 
October 1963 the Department of Public Works, on behalf of the then Department of 
Northern Affairs and National Resources, entered into a contract for the construction 
of a bridge and approaches at Mile 29.8 of the Jasper-Edmonton Highway. The amount 
of the contract, to be completed by June 30, 1964, was $204,000. The final cost of the 
work tendered, including supplementary requirements and variations from tender quan- 
tities, was $235,000. During 1967-68, however, the contractor was paid an additional 
amount of $92,000 in respect of a claim based primarily on delays in his work following 
a flash flood in June 1964. The actual cost of the project was therefore $327,000 subject 
to a further contingent expense of $19,000. 
| The flash flood on June 7, 1964 occurred when the contract was well advanced. It 
caused extensive damage to the channel dykes and rip-rap and the east abutment was 
undermined, causing it to tilt forward. The contractor contended that delays by the 
Department of Public Works in making decisions with respect to corrective measures 


| . . . . 
and the denial of the use of another source of borrow material held up his operations in 


‘the various phases of work and delayed completion of the contract until November 1965. 
He claimed extra costs of $150,000. The major part of the settlement of $92,000 is ac- 
counted for by two items—enforced idleness of equipment, $50,000, and prolonged super- 


Vision and overhead, $23,000. 
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184. Additional costs due to construction delays, Matsqui, B.C. In J anuary 1964 the 
Department of Public Works, on behalf of the Canadian Penitentiary Service, awarded 
4 contract in the amount of $7,138,000 for the second phase of construction of a correc- 
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tional institution at Matsqui. A year later, following a tender call, the same contractor 
was successful in obtaining the contract for the construction of a central heating plant 
to service the facilities at a price of $766,000. 

The final costs of the two contracts were $7,275,000 and $770,000. In addition, the 
contractor sought compensation of $746,000 for extra costs to which he claimed to have 
been subjected because of changes in the work and delays beyond his control. During the 
1967-68 fiscal year the claim was settled in the amount of $95,000. Of that amount, 
approximately $54,000, associated with delays, disruptions and remedial work, can be 
regarded as non-productive in nature. 


185. Cost of unused plans, Toronto, Ont. In 1965 the Department of Public Works 
engaged an architect to design, prepare complete working drawings and specifications 
for, and to subsequently supervise construction of a postal station in Toronto. In addition 
to meeting the postal need, the two-storey structure, expected to cost about $375,000, 
was to accommodate area staff of the Canada Emergency Measures Organization and the 
Emergency Supply Planning Branch of the Department of Defence Production. 

In April 1966 the Department of Public Works informed the prospective occupants 
that the Treasury Board had instructed the Department to defer construction until after 
1966-67. At this point the Canada Emergency Measures Organization asked the Depart: 
ment to cancel its requirements in the proposed building, primarily because it regardec 
the location as unsuitable for its needs. This was followed by a like request from the 
Emergency Supply Planning Branch. 

The Department informed both organizations that the site had been expropriated 
that its acquisition for a postal station alone could not have been justified, and that the 
preliminary plans had been drawn up by the consulting architect. Reconsideration of the 
request for cancellation was requested. In reply the Canada Emergency Measures Organi 
zation stated that the location was no longer the paramount factor, although “it hardly 
engenders a feeling of business or government operations”. What was regarded as a really 
unacceptable deficiency was that the plans now showed the conference area in the base: 
ment rather than on the second floor. It was felt that the nature of the work conducted by 
the Regional Director was such that conference facilities for senior executives of business 
industry and government must be on a working level floor rather than in a basemen 
location. Concern was also expressed about the possibility of excess noise from posta 
operations, lack of provision for an elevator, and whether the material to be used i 
the construction would be equal to or better than that provided in the Crown- ownet 
building then occupied by the Regional Director and his staff. The Emergency Suppl 
Planning Branch elected not to make a decision pending clarification of the points raiser 
by the Canada Emergency Measures Organization and the latter’s ultimate acceptance 0 
rejection of the proposal. | 

In covering the points raised the Department of Public Works stated that a com 
mon-use lunchroom and conference room had been relocated in the basement as a 
economy measure; that otherwise considerable first class space would have been vacan' 
Furthermore, it was not usual practice to install elevators in two-storey building: 
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Nevertheless, firm cancellation requests were receive 
"November 1966. 

| In January 1967 the Department was authorized to proceed with the construction 
of a single-storey postal station, deleting the requirements for the proposed other 
occupants, and the architect was instructed to prepare plans and specifications for a 
new building on that basis. During the year he was paid $4,000 with respect to his 
_ preliminary work on the original concept. A more important consequence will emerge, 
_ however, if the site cost, in relation to that of the building being constructed at a cost 
of $234,000, is considerably higher than is normally the case. This cannot be determined 


until the amount of compensation for the expropriated property is resolved by the 
, Exchequer Court. 


d from both organizations in 


— 


186. Costs of supervision of race track betting not recovered by the R.C.M.P. Sec- 
‘tion 178(3) of the Criminal Code, 1953-54, c.51, provides that no pari-mutuel system 
of betting shall be used upon any race course unless the system has been approved by 
and its operation is carried on under the supervision of an officer appointed by the 
Minister of Agriculture, at the expense of the associations involved. 
| In our 1967 Report (paragraph 150) we pointed out that, although in general the 
“supervisory work is carried out by members of the Royal Canadian Mounted Police, the 
charges by the Force to the Department of Agriculture for its services did not provide 
for the recovery of all cost elements. 

Billings by the Force for services rendered during the current year were on the 
‘Same basis as in previous years but the Department and the Force have agreed upon 
a billing formula which will enable the Force to recover all costs involved in its race 
wack supervision services commencing April 1, 1968. 


: 


187. Cost of abandoned Welland Canal tunnel projects. On June 1, 1965 The 
‘St. Lawrence Seaway Authority, with the approval of the Treasury Board, entered into 
an agreement with the Department of Highways of Ontario to contribute one-third 
of the costs incurred by the Department in the construction of five highway tunnels 
under the Welland Canal at St. Catharines, Thorold, Allanburg, Welland and Port 
‘Colborne. These highway tunnels were required under the original program to twin the 
Welland Canal. 
| In November 1965 the Authority recommended that a section of the Canal between 
Port Robinson and Rameys Bend should be relocated in order to straighten the channel 
and by-pass the City of Welland. This proposal was accepted and construction com- 
‘menced in 1967. Consequently the proposed tunnel under the present Canal at Welland 
is no longer required. 

In May 1966 a further recommendation was made by the Authority for reloca- 
tion of the section of the Canal between Thorold and Lake Ontario. This proposal is 
still under study but in the meantime the Authority has been authorized to expropriate 
Sufficient land to provide for the development. If this proposed relocation is authorized 
the tunnel originally planned at St. Catharines will not be required. 
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Because the abandonment of these two tunnel projects stemmed from a modification 
in Seaway planning, the Authority, with Treasury Board approval, has reimbursed 
the Department of Highways for the full amount of the engineering and preliminary 
construction costs of these two projects totalling $1,277,000. 


188. Grant to assist a cultural centre which was not completed. A non-profit com- 
pany incorporated to operate a cultural centre in the old Stock Exchange Building in 
Montreal received a grant of $100,000 in August 1967 from the Department of the 
Secretary of State to help meet the capital costs of converting the building. The cultural 
centre was to include two theatres, one French and one English, an exhibition gallery, 
a book and record shop and other amenities. 

The company also received a grant of $30,000 from the Centennial Commission 
to assist in the production of a play during Centennial Year. The play was to have 
had its premiére at the official opening of the centre which was to have taken place on 
December 6, 1967 but the performance was cancelled when the centre failed to open. 

The local support which was being counted upon, in the form of donations from) 
the private sector, fell short of the amount required to complete the project. Con- 
sequently, the company became insolvent and the project was abandoned. An official 
of the company informed the Department that prospects of salvage were negligible, 
although attempts were being made to recreate the centre in collaboration with one or 
more Montreal universities. 


189. Provision of navigational aids without charge to users. In 1958 the Treasury 
Board approved proposals of the Department of Transport for the purchase and 
operation of chains of radio aids to marine navigation on Canada’s east coast. However, 
the Board expressed concern with the general financial implications of providing these: 
navigational aids as a public service, particularly in respect of additional aids which. 
might result in more economical operations for the users. Accordingly, the Board directed 
the Department to review the policy of providing, as a public service without charge, 
new navigational aids for both marine and civil air operations and to give considera- 
tion to the possibility and desirability of introducing user charges for such services. The: 
Board indicated that it expected the results of the review to be submitted before further 
proposals for the extension of the marine navigational aids program were considered. 

In 1960 the Department obtained Treasury Board approval in principle for the 
relocation of certain navigational electronic chains. At that time the Board again 
expressed concern about the provision and operation of all navigational aids as a public 
service and reminded the Department of the review which it had directed be made. 
Again, in 1962, the Board asked about the progress of the study and what conclusions 
had been reached regarding the feasibility of applying user charges. | 

These requests by the Board for a report have not been met and since 1962 the 
Board does not appear to have pressed the matter when approving of additional exten- 
sions to navigational aids. | 
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The Royal Commission on Government Organization recommended that: 


Except where the Governor in Council decides otherwise, charges be made for al] services 
rendered to the public and the amounts thereof be so established as to recover the full 
cost to the government of the service supplied. 


Based on this recommendation, government policy now is that 


it should be departmental policy wherever economically and administratively feasible to 
charge for all goods supplied or services rendered to the public, including those now supplied 
' free, unless there are provisions for specific exemption. 


| The Department’s investment in electronic navigational aids for marine services is 
estimated at about $7 million and its estimated annual operating costs are $1.1 million. 

| If it is not regarded by the Department of Transport as economically or administra- 
tively feasible to introduce user charges in connection with electronic navigational aids 
services, the earlier Executive interest in the subject should lead the Department. to 
‘approach the same authority for specific exemption from the application of the general 
policy. 


190. Scale of fees, steamship inspections. The Canada Shipping Act, RS. c.29, 
provides that the Governor in Council may, from time to time, fix a fee to be paid by 
the owner of every Canadian ship that is required to have a certificate of inspection or 
a Load Line Certificate under the Act. With like authority, regulations may be issued: 
for the establishment of a scale of fees for the examination of plans of ships, their ma- 
chinery and equipment; for inspection of steamships, their machinery and equipment 
during construction ; for assigning and marking load lines; for the testing of material; and 
for such other examinations and inspections under the provisions of the Act relating to 
“Safety” as may be deemed fit. 

The present scale of fees for the inspection of steamships and for the examination 
of plans of ships and their machinery and equipment, etc., has remained largely unchanged 
since 1954 when scales of fees previously in effect were revoked. However, many of the 
rates were not increased at that time and some have been the same since 1944. 

For the fiscal year 1955-56, the first full year after the 1954 revision, the revenue 
af the Steamship Inspection Service amounted to $161,000, or 24% of the direct outlay 
df the Service for the year, $676,000. In 1967-68 revenue was $255,000, or 13% of direct 
s0sts of $1,994,000. 

|) The Department of Transport has been giving detailed consideration to the advis- 
wility of fee increases and expects to be in a position to seek authority for an increased 
‘eale during the 1968-69 fiscal year. We understand that what will be proposed is un- 
ikely to do more than restore the relationship between direct expense and revenue which 
xisted in 1955-56. 


191. Year-end transfer of funds to National Harbours Board. In February 1968 
he Department of Transport was authorized by the Treasury Board to enter into an 
gteement with the National Harbours Board for sharing in the cost of an extension to 
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a wharf at Saint John, N.B. The cost to the Department was to be $860,000, or approxi- 
mately 50% of the amount involved in a contract for the extension entered into by 
the National Harbours Board. The full $860,000 was paid in advance by the Depart- 
ment on April 2, 1968 and charged to its Marine Services “Construction” appropriation 
for 1967-68 as had been authorized by the Treasury Board. 

The exchange of letters prior to March 1968 between the Department of Transport 
and the National Harbours Board did not indicate that it was intended that the Depart- 
ment make payment in advance of the work being performed. Furthermore, there was 
no apparent reason for the payment other than the impending lapsing of the appropria- 
tion at March 31, 1968. During March, however, after the propriety of the proposed 
payment had been questioned by the Comptroller of the Treasury, further correspondence 
recorded the understanding that advance payment would be made to the Board in 
return for which it could arrange construction. 

Obviously, the transfer of $860,000 to the Board was a means whereby an unused 
balance of an appropriation which would have lapsed at the end of the fiscal year 
remained available for expenditure in the following fiscal year. Such action is contrary 
to the interests of Parliament because it reduces dependence on annual grants of Supply. 


192. Cost of Communications Satellite Ground Station, Mill Village, N.S. In last 
year’s Report (paragraph 160) reference was made to the cost, in excess of $11.7 millior 
to March 31, 1967, incurred in the establishment of a Communications Satellite Grounc 
Station at Mill Village. We pointed out that the estimated cost of the Station, based or 
first approximations, had been expected to be between $3.6 million and $5.5 million 
depending on the amount of development work required and the degree of versatility 
built into it. During the year the net result of a number of accounting adjustments anc 
further small outlays was a reduction to $11.6 million in the recorded cost of the Station 

Our 1967 review focused attention on four contracts which together accounted fo: 
over $10 million of the total cost. The major contract provided for project management 
systems engineering and the supply of equipment and field engineering for the Station 
It called for a lump sum price for project management, payment of fixed per diem rate. 
with respect to the services of professional and technical staff, and cost plus a fei 
based on cost for the supplying of equipment. Costs under this contract to March 31 
1968, following adjustment of previous years’ expenditure and a further small paymen 
during the year, amounted to $8,433,000 compared with an original estimate of $5,138,000 

We pointed out that the excess of cost over estimate was undoubtedly due in som 
degree to the rapidly changing technology involved which bordered on, and in som 
cases went beyond, “the state of the art”; that in addition problems of control wer 
created when the capabilities of the Station, which originally had been directed primaril 
towards an experimental space program, were expanded to meet commercial requirement: 
We did, however, regard the lack of cost control permitted by both the nature of th 
cost-plus contract and administrative arrangements as having contributed to the ese 
of costs over the estimate. 
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During the year we established that of the total increase of about $3.3 million over 
‘the original estimate, approximately $1.6 million related to the original scope of the 
»work, while the balance of $1.7 million was accounted for by the decision to make the 
‘Station available for commercial operations. During discussions of the increase in 
the cost of the work as originally contemplated with Officials of the contractor, they 
explained that all that could possibly have resulted from the study contract which had 
preceded the implementation contract was a& somewhat general plan of approach to 
ithe contract because of rapid technological developments and the inability to draw on 
the experience of others in the infant field of satellite stations. In their view the original 
cost estimate of $5,138,000 had been a highly speculative one because it was necessary 


‘to develop detailed specifications for components of the system after the contract was 
signed. 


193. Removal of explosives from sunken vessel. In October 1955 a vessel carrying 


explosives sank in navigable water in the vicinity of Ile d’Orleans in the St. Lawrence 
River, after colliding with another vessel. 

Although the sunken vessel was not a hazard to navigation, the Department of 
Transport was informed at the time by an explosives expert that a portion of the 
sargo, consisting of gelatin dynamite, presented a possible hazard if not retrieved and 
lestroyed. The Department of Justice was consulted and advised that the owner of 
she vessel could be compelled to remove the vessel as well as the cargo on board pur- 
suant to the provisions of the Navigable Waters Protection Act, R.S. c.1 93; accordingly, 
she owner of the vessel was requested to remove both the wreck and the cargo. He was 
nformed that if it became necessary for the Department to take such action he would 
¢ held liable for the cost in accordance with a provision of the same Act. 

In 1958, as the owner had failed to act, the Department entered into a contract 
or the removal of the gelatin dynamite, which was completed at a cost of $98,000. 
Vhen demands on the owners of both the vessel and the cargo for payment of this 
mount were not met, action for recovery was taken against them in the Exchequer 
Jourt of Canada in 1961. In November 1967 the action was dismissed, with costs of 
3,000 being assessed against the Department. These court costs and the $98,000 expended 
11958 must be regarded as non-productive outlays. 
| The basic weakness in the Crown’s case appears to have been the failure of the 
Jepartment to obtain an opinion in 1958, at the time of their removal, that the 
xplosives were at that time a hazard to navigation. 


_ 194. Lengthy delay in negotiating lease renewal. In 1947 a Crown-owned wharf 
b Louisburg, N.S., was rebuilt at a cost of $246,000. Repairs and alterations have since 
2en made at a cost of $51,000. 

With effect from September 1, 1951, over 75% of the wharf’s area was leased to 
Sea-products company for a ten-year term at a rental of $345 per annum. The estab- 
shment of a low rental in relation to the value of the facilities appears to have been 
‘Measure to assist in the development of a fishing industry in the Louisburg area. 


: 
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Although the lease expired on August 31, 1961 and the company continued its 
occupancy of the wharf, entry into a renewal lease for a further term of ten years 
commencing on September 1, 1961 was not authorized until December 1967. At that 
time the annual rental was raised to $2,500 but only with effect from September 1, 1967. 

We have been informed by the Department of Transport that the long delay in 
negotiating the lease renewal was due to a number of unusual circumstances, including: 
(1) the involvement of the Province of Nova Scotia in the original establishment of 
the facility; (2) the need to maintain liaison with the Department of Public Works 
with regard to the maintenance of the whart, and the possibility of its sale to the lessee; 
(3) a delay in appraising the property to establish a fair rental due to a heavy schedule 
of appraisal work and lack of qualified personnel; and (4) the unwillingness of the 
lessee to accept an increase in rental or to negotiate the purchase of the property. 

In 1965 consideration was given to the setting of a higher rental with effect from 
September 1, 1961. The departmental law officers advised, however, that if the Depart- 
ment had accepted the original rental unconditionally since 1961, it was precluded from 
raising the rental prior to 1965 unless the lessee consented. As the negotiation 
of renewal leases subsequent to the expiry of terms earlier demised is not 
uncommon, we discussed with the Department the possibility that the interests of the 
Crown could be protected by the presence in all indentures of lease with renewal options 
of a clause stipulating that rental payments accepted after the expiry of the origina. 
term would be conditional only. We have since been informed that action is being 
taken to incorporate such a clause in future leases with renewal provisions. 


195. Additional costs due to contract cancellation, Trois-Riviéres, Que. In ou 
1966 Report reference was made to a 1960 contract for the construction of a runway’ 
a parking area, a connecting taxiway and an access road at the Trois-Riviéres airport 
The circumstances under which the contract was taken out of the hands of the origina 
contractor and given to the second lowest tenderer to complete were described. It wa 
stated that the original contractor had sued for work completed up to the time he wa 
ordered off the site and for damages sustained as a result of the cancellation of hi 
contract; that countersuit had been brought against him for the additional costs incurret 
in having the contract completed by another contractor; and that the Exchequer Cour 
of Canada had ruled in favour of the contractor in respect of both suit and counter 
suit, awarding him an additional $29,000 for work performed and $4,500 in damages. 

As indicated in our 1967 Report (paragraph 155) the Crown appealed the judgmen 
of the Exchequer Court and in June 1967 the Supreme Court of Canada maintaine 
the appeal and the Crown’s cross-demand. In November 1967 the Exchequer Cour 
awarded the Crown $130,000 with respect to the cross-demand. | 

The Department had previously endeavoured to invoke the performance bon’ 
provided by the first contractor but the bonding company had refused to accept an) 
responsibility, contending that the bond became invalid when, without prior referenc 
to it, the contract was cancelled by the Department of Transport and the completion c 
the work entrusted to another contractor. As stated in our 1967 Report, the Departmen 


| 
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_ of Justice, subsequent to the rendering of judgment by the Supreme Court, instituted 
| court proceedings against the bonding company. As the judgment of $130,000 has not 


| been recovered from the original contractor, who made an assignment in bankruptey 
' in December 1967, this action is continuing. 


196. Cost of terminating lease for telecommunication facilities. In 1962 the Depart- 

ment of Transport entered into an agreement with a telecommunications company for 
' the provision of leased equipment for seven semi-automatic relay centres across Canada 
_ with estimated in-service dates to occur during the two-year period ended March 1, 1966. 
In order that the company would be assured of recovering its invested capital, a 10-year 
lease covering each centre, effective with the acceptance of each installation, provided 


for termination charges for each unexpired month of the term of the lease. 


Although six of the seven relay centres were completed by February 1966, the 
; Department encountered problems in connection with the provision of suitable accom- 
‘modation for the seventh installation at Coose Bay, Labrador. The Departments 
proposal in 1963 for a new operations building, which was allowed to stand by the 
Treasury Board pending investigation of the possibility of using existing Department 
of National Defence accommodation at the site, was not approved until September 
1964. Further delay resulted in May 1965 from a proposal that all Department of 
Transport services at Goose Bay be consolidated within a new air terminal building, 
‘Planning to this end was eventually abandoned in the knowledge that the withdrawal 
of the Department of National Defence from the site would make accommodation 
available. However, this withdrawal was not confirmed and space did not become ayail- 
able until November 1966. 

At about the same time the Department of Transport undertook a review of its 
communications commitment in this area, taking into consideration, among other matters, 
the proposed withdrawal of certain United States Air Force and Royal Canadian Air 
Force personnel and the phasing out of Goose Bay as a Department of National Defence 
air base. This review resulted in a recommendation that the plans for the installation 
of the semi-automatic relay system at Goose Bay be discontinued and that existing 
equipment, with some adjustments, continue to be used. 

Following notification in February 1967 of the Department’s decision not to proceed 
with the installation at Goose Bay, the company claimed $566,000 for costs incurred. 
This amount was paid during the year and charged to the Department’s Vote 30, Air 
Services—Administration, Operation and Maintenance. 

‘The six relay centres which were completed between 1962 and 1966 are to be 
converted and upgraded to a fully automatic system in the near future. This prospec- 
‘ive changeover will involve payment of substantial termination charges. 


197. Additional cost due to construction delay, Malton, Ont. In 1961 the Depart- 
nent of Transport entered into a contract for the construction of Aeroquay No. 1 at 
the Toronto International Airport at a price of $22,018,000. Additional requirements 


122 AUDITOR GENERAL’S REPORT, 1967-68 


and change orders brought the cost a the work, accepted by the Department in 196 
to $27,156,000. 

In August 1963 the contractor informed the Department that he had suffered 
loss to that point of $1,277,000 as a result of additional overhead due to constructio 
delays caused by events beyond his control. An audit of his records as at March 31 
1964 substantiated a loss of $1,480,000. Still later he claimed that a direct loss ¢ 
$1,818,000 was indicated. 

Following a prolonged investigation, the Treasury Board authorized proceedin 
towards a settlement on the basis that the Department had contributed to a delay ¢ 
three months out of a total delay period of 18 months. Factors involved were: a sto 
order issued in the area of the work involving a change in the United States preclearanc 
procedures, which not only delayed the work but also required alterations to work alread 
completed; a delayed decision respecting gate allocations, with a resultant extension ¢ 
the time required to complete the ramp operational rooms; and a delay in contractin 
for the baggage-handling equipment due to a patent te situation. Many setback 
and delays which were beyond the control of both the contractor and the Departmen 
such as those resulting from a series of strikes, were not regarded as warrantin 
compensation. 

During the year the contractor was paid $339,000 in full settlement of his clain 
Also, on a similar basis a subcontractor’s claim for an additional $123,000 was settle 
for $20,000. These two payments resulted in a final cost of $27,515,000 for Aeroquay No. 


198. Additional cost attributed to unavailability of construction material. In Jul 
1966 the Department of Transport entered into a contract for the construction of tw 
piers for range lights on Lake St. Peter in the St. Lawrence River at a price of $343, 00, 
Additional work, which could not be estimated accurately prior to the award of the cor 
tract, was required at a cost of $37,000, increasing the amount payable under the cor 
tract to $380,000. | 

The Department had agreed to provide the contractor with the timber piles require 
for the foundations and cofferdams of the two piers. The piles for the first pier wel 
delivered on schedule but those for the second pier arrived approximately two weel 
late because of a railroad strike. | 

The contractor submitted a claim of $154,000 to the Department for the extra cos: 
incurred when suspension of part of the work due to the delayed delivery had resulte 
in equipment lying idle, the uneconomic use of manpower, and a revised constructi¢ 
schedule. Work had to be undertaken later than anticipated in the autumn of 1966 whe 
deteriorating weather conditions required extended and increased use of equipment ar 
manpower in addition to provision for winter heating and protection. 

The Department established that the contractor had sustained an overall loss | 
$105,000 on the contract of which $8,000 was regarded as the responsibility of the owne 
of a vessel which had passed the construction site at excessive speed, damaging ar 
flooding the cofferdam. The balance of $97,000 was paid during the year, bringing tl 
total cost of the two piers to $477,000. 


, 
| 
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The four tenders received for this contract h 
$343,000 to one of $618,000, with the second lowest being in the amount of $487,000. 


atively low bid, could not be established. 


199. Custom made electronic tubes not required. In December 1966 the De 
of Transport issued a purchase order for 30 electronic tubes to cost $12,000. 
had been received it was discovered that due to a clerical error a type of t 
there was no demand within the Department had been ordered. An atte 
the balance of the order and return the tubes already received for credit was unsuccessful 
because production of the tubes, expressly for the Department, had been completed by 
the supplier and there had been no other demand for such tubes since 1962. It is evident, 
therefore, that the amount of $12,000 paid during the year will have to be written off 
as a loss. 


| The tubes actually required by the Department were available at a price of $1.33 
| Se 


partment 
After 18 tubes 
ube for which 
mpt to cancel 


| 

200. Increase in operating subsidy to a marine service due to transfer of mail contract 
to an air carrier. During recent years the Post Office Department received representa- 
| eps from various organizations and residents for an improved mail service to humerous 
Settlements along the mainland coast of British Columbia and the west coast of Van- 
couver Island. Many of these communities were receiving first class mail by air while 
in some cases other classes of mail were carried by water. 

_ During the year, following negotiations with the airline carrier, the Department 
with the approval of the Treasury Board initiated four new air services and discon- 
tinued three water services. The overall increase in the cost of carrying all classes of 
mail by air was estimated by the Department at about $2,500 a year. 

This estimate, however, did not take into account the fact that one of the marine 

services to be discontinued was in receipt of a subsidy from the Canadian Maritime 
Sommission (now the Water Transport Committee of the Canadian Transport Com- 
nission). As a result of losing its mail contract, in the amount of $9,500 a year, the 
ubsidized marine service requested, and was granted, an increase in its annual subsidy 
‘qual to the amount lost through cancellation of the mail contract. Thus a more realistic 
+ ae of the overall increase in cost for the new mail service would have been about 
‘12,000 a year. 
_ The circumstances led the Minister of Transport to request the Post Office 
“partment to discuss proposed changes in mail contracts involving federally-sub- 
idized services with officers of the Water Transport Committee to ensure that the best 
verall solution is obtained prior to making final decisions. The Post Office Department 
lade no commitment in that regard, stating that it did not leave federally-subsidized 
Vices unnecessarily but could not undertake to stay with such services if the people 
, a1 area requested a different type of service in keeping with the standards which 
btain in more settled parts of the nation. 
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201. Cost of unauthorized use of departmental telephone. In October 1967 th 
Department of Transport became aware of the irrational behaviour of an employe 
assigned in July as an ice information officer for the duration of the 1967 Hudson Ba 
navigation season. With some difficulty he was persuaded to report to Ottawa in mic 
November for a medical examination which was followed by hospitalization and psychiat 
rie treatment at Halifax. He was retired on medical grounds in April 1968. 

An examination by the Department of long distance telephone charges incurre 
by the employee at the isolated post from mid-July until his departure in Novembe 
showed that calls costing $4,900 could not be identified with departmental busines 
After reducing this amount by $1,700, the value of ten weeks of retirement leave n¢ 
cranted, Treasury Board approval in principle was obtained for inclusion in due cours 
of the balance of $3,200 in an Estimates item for the deletion of debts and claims. TE 
Board approved of the release of salary cheques which were being held and payme! 
of the employee’s annuity under the Public Service Superannuation Act without ar 
deductions for the indebtedness. 

The Department assured the Treasury Board that measures would be taken ° 
control the use of business telephones by Canadian Coast Guard personnel at isolate 
locations. Based on the circumstances of this case, however, it would seem that th 
exercising of great care in the selection of employees for unsupervised duties at northe 
posts would be more to the point. The man concerned, who joined the Departme! 
in 1958, had been involved, from 1961 to as recently as February 1967, in inciden 
resulting from intemperance and on one occasion he had been suspended briefly “f 
insubordination and behaviour unbecoming an officer” while intoxicated. 


202. Cancellation charges resulting from curtailment of vessel construction prograi 
In March 1966 the Department of Transport obtained Executive approval to proce: 
with a program for the construction of six search and rescue cutters under contrac 
to be entered into over a three-year period. | 

The contract for the construction of the first vessel at a cost of $6,660,000, subje 
to increases or decreases in certain cost elements, was entered into in February 19€ 
Two months later a contract for the performance of “lead yard” services, at a cost | 
$235,000, federal sales tax extra, was awarded to the same company, the lowest bidder i 
both contracts. 

After receiving approval from the Department of the principal items of equipme 
(such as the main machinery and generators requiring lead procurement time, and iter 
peculiar to the vessels such as the windlass and anchor cables), the contractor W 
authorized to issue purchase orders to suppliers which would also indicate the Depa’ 
ment’s intention of purchasing, through shipbuilders yet to be determined, five ad 
tional shipsets at the same price and at intervals corresponding to the projected buildi 


periods of the other vessels. The aim was to obtain favourable prices through bu 
purchases. . 


In 1967 the Department postponed indefinitely its program for the construction | 
the five additional search and rescue cutters because of cutbacks in funds available ‘| 


| 
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capital projects of the Canadian Coast Guard. The 


contractor was instructed to advise 
all suppliers that work on the five additional 


shipsets was to cease immediately, 

The Department, realizing that cancellation claims could be substantial, decided to 
negotiate directly with the suppliers rather than through the contractor, They were 
requested to submit claims for the additional costs, resulting from the stop-work order, 
of equipment to be supplied for the first vessel and also with respect to work performed 
on the other five shipsets. 


| 

| 

| 

| 

The claims amounted to $1,644,000. Officers of the Department investigated each 
f 

| 


claim and when considered necessary visited the premises of suppliers, a number of 


| which were in Europe, to obtain additional details and to make a physical check of 
| material. As a result a number of claims were rejected and others were reduced through 


| negotiation. Prior to the year-end, agreement was reached on all claims and $1,434,000 
| was established as the total cancellation cost, 


Under the lead yard services contract signed in April 1967, the contractor was to 

provide the shipyards that would be involved in the construction of the five additional 
_ vessels with data obtained in a check of the design plans and drawings and in the con- 
struction of the first vessel, and to maintain liaison with them. In accordance with the 
' terms of the contract, $141,000 of the fee of $235,000 had been paid by the Department 
_ prior to the year-end. The extent to which the contract price will be adjusted as a result 
_ of the curtailment of the construction program is not yet known. 
| 
| 203. Utilization of land in the National Capital Commission Greenbelt. Over the 
_years the National Capital Commission has acquired at a cost of $41 million approxi- 
mately 41,500 acres of land bordering Ottawa which is known as the Greenbelt. The land 
is primarily of an agricultural nature. 


In recent years the Department of Agriculture transferred its Animal Research 
establishment to 4,152 acres of Greenbelt land purchased from the Commission at its 
cost of approximately $4 million. This transaction was concluded only after the Treasury 
Board, in 1962, notified the Department of Agriculture and the Department of Public 
Works, the latter being responsible for the construction of 50 to 60 specialized buildings 


estimated to cost $30 million, that: 


(1) since the land would be used as a site for the Research Branch buildings of the Depart- 
ment of Agriculture, the National Capital Commission was entitled to financial redress; 


(2) since the site would be put to permanent use, a leasehold arrangement, even on a 
long-term basis, did not appear appropriate. Rather, the Commission should be reim- 
bursed approximately $4 million for the cost of the land; and 


(3) since the Board had determined that the cost of the buildings should be borne by 
the Department of Public Works, as specialized buildings within the Ottawa area, 
this decision should also apply to the cost of the land. 


Sr — EEE ee - 


The Department of Agriculture protested to the Treasury Board that it had been 
negotiating with the Commission for a long-term rental and that reimbursement for the 
land that the Commission would have acquired in any event represented, ostensibly, a 
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charge to Canadian agriculture of approximately $4 million for land which it had reaso1 
to believe could be secured at another appropriate location for a quarter of that amount 
In replying the Treasury Board indicated that it would have been unnecessary expen 
diture to acquire a less expensive site when Greenbelt land was available. 

Against this background a case was noted during the year which runs counter t 
the foregoing precedent. 

After discussions with the National Capital Commission, the R.C.M.P. agreed to | 
long-term lease of about 300 acres of land in the Greenbelt for use as a horse-breedin; 
farm. The National Capital Commission was to be paid an annual rental of $3,675 an 
reimbursed for its grant in lieu of taxes, then amounting to $800 per annum. Howeve1 
when the R.C.M.P. later learned that this grant was expected to increase to approximatel 
$10,000 per annum following erection of the proposed buildings, alternative arrangement 
were investigated. With the approval of the Treasury Board, the Force subsequentl 
purchased 245 acres of land about 35 miles from Ottawa at a cost of $30,000. The taxe 
on this property are reported to be $365 per annum and the “best information availabl 
is that basic tax structure will not change after improvements”. Grants in lieu of taxe 
on this property will be paid by the Municipal Grants Division of the Department c 
Finance, rather than by the R.C.M.P. 

It seems illogical that when a government agency already owns approximately 41,50 
acres of land in the Ottawa area, much of which would be suitable for a horse-breedin 
farm, 245 acres should have to be purchased for an operation which is within the pe 
mitted uses of Greenbelt property. 


204. Gratuity in lieu of retiring leave. The Public Service Terms and Conditions ¢ 
Employment Regulations make provision for retiring leave for the majority of publ. 
servants. This retiring leave is granted by the deputy heads of the departments cor 
cerned and varies according to length of service, the maximum period being 26 weeks. 

At the employee’s request, a gratuity in lieu of retiring leave may be granted. Th 
gratuity is calculated by multiplying the number of weeks of retiring leave to whic 
the employee is entitled by his weekly rate of pay and subtracting therefrom the amour 
of any immediate annuity he is entitled to under the Public Service Superannuation Ac 
for the same period. | 

As a matter of policy, deputy heads and other public servants appointed by th 
Governor in Council have for many years been granted by the Governor in Council o 
retirement a cash gratuity equal to salary for a stated number of weeks correspondin 
to that to which they would have been entitled had they been appointed under th 
Public Service Employment Act, less the amount of the annuity they were entitle 
to receive over the same number of weeks. | 

During 1967-68 there was a change in policy and employees appointed by th 
Governor in Council who retired were granted a cash gratuity equal to salary for a state 
number of weeks corresponding to that to which they would have been entitled had the 
been appointed under the Public Service Employment Act, but with no deduction of | 
amount of the annuity to be received over the same number of weeks. 
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There is no question of the authority of the Govern 
more generous retiring gratuity and the matter is 
a change in policy during the year. 


or in Council to provide for this 
recorded here only because it represents 


205. Awards under the Pension Act. Clarification of the Pension Act, R.S., c.207, is 
particularly necessary because the usual] checks provided for the protection of the Crown 
_ do not operate with respect to it. Subsections (1) and (5) of section 5 of the Pension Act 
| read as follows: 


5. (1) Subject to the provisions 
has full and unrestricted power and 
adjudicate upon all matters and questions relating to the award. incre 


(5) The Commission shal] determine any question of interpretation of this Act and 
the decision of the Commission on any such question is final. 


| Not only are the Department of Veterans Affairs and the Comptroller of the 
| Treasury, in fulfilling their functions with respect to the payments of pensions and 
_ Tecovery of overpayments, thus barred from taking their normal part in protecting the 
_ Crown but the advice of the Department of J ustice is not available in the interpretation 
_ of the conflicting provisions of the Act, 
| In previous Reports we have pointed out that, due to inconsistencies and ambiguities 
in the Act, it was difficult to determine whether or not awards were in conformity with 
- the provisions of the Act, particularly those awards granted on a discretionary or com- 
- passionate basis and to persons in a dependent condition. In paragraph 162 of our 1967 
_ Report we noted that the Public Accounts Committee in its Kighth Report 1964-65 had 

made recommendations designed to overcome these shortcomings (see Appendix 1, item 
23) and that the Minister of Veterans Affairs, in letters to the Chairman on March 38, 
1965 and June 21, 1967, had commented on these recommendations of the Committee but 
the Committee had not yet considered his comments. There was no change in the situa- 
tion in 1967-68 so there is still difficulty in determining whether or not awards are in 
conformity with the provisions of the Act. 

The Committee appointed in September 1965 to survey the organization and work 

of the Canadian Pension Commission, including the interpretation by the Commission 
of such sections of the Pension Act as in the opinion of the Committee should be con- 
‘sidered, presented its report to the Minister of Veterans Affairs on March 22, 1968. The 
-Committee’s recommendations for the most part were concerned with the provision of 

greater benefits and no mention was made of the recommendations of the Public Accounts 
‘Committee. 


4 


{ 


206. War veterans allowances. In paragraph 163 of our 1967 Report we reviewed 
omments contained in previous Reports dealing with the administration of the War 
Veterans Allowance Act, F.S., c.840. We again summarized the recommendations of the 
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Publie Accounts Committee in its Eighth Report 1964-65 (see Appendix 1, item 24), 
which have not yet been implemented, that all cases of deliberate deception in respect of 
awards under the Act be vigorously prosecuted and that, where the presence of a child 
:s the reason for an award at married rates, the income of the child, unless exempted by 
the Act, be taken into account in determining the amount of the award. We also reported 
that letters of March 3, 1965 and June 21, 1967, from the Minister of Veterans Affairs. 
to the Chairman of the Public Accounts Committee setting forth his comments on the 
recommendations, had still to be considered by the Committee. The situation has re- 
mained unchanged. 
Our examination during the year disclosed ten more cases of overpayment totalling 
$11,000, one case accounting for $9,000 due to undisclosed earnings from employment 
and Unemployment Insurance benefits. In no case was there prosecution to enforce the 
penalties provided for in the Act and Regulations. | 
307. Unrealistic meal charges in departmental hospitals. In paragraph 164 of our 
1967 Report we pointed out that the cost of meals provided to staff and visitors in the 
Department of Veterans Affairs hospital cafeterias and senior staff dining rooms was. 
considerably in excess of the prices charged for these meals. The charges for full course. 
meals, set in 1952, are breakfast 30 cents, dinner 45 cents, and supper 30 cents in the 
cafeterias, with an extra 10 cents per meal charged in the senior staff dining rooms where 
full table service is provided, whereas the average cost per meal was $1.33 according to 
cost figures produced for the 1965-66 fiscal year. While it is a common practice to subsi-. 
dize meals in large establishments, the degree of subsidization in the Department's hosma 
tals is extremely high. We concluded by stating that it appeared obvious that a more 
realistic pricing policy was required. | 
During the year there was no change in the prices charged for meals although cont 
fizures compiled for 1966-67 show the average cost per meal to have risen to $1.41. The: 
prices being charged are currently under study but any changes in rates will now have to 
result from consultation with the bargaining agents for the various occupational eTroups 
involved. | 


208. Federal-provincial shared-cost programs. Although information regarding 
Canada’s contribution towards each sizable federal-provincial shared-cost program 1s 
available in Volume II of the Public Accounts in the details of expenditure of the de- 
partments administering the contributions, nowhere is the substantial overall total of fed- 
eral contributions to shared-cost programs provided on a regular basis. The last published 
compilation of these costs was a booklet prepared in 1963 by the Federal-Provincial Rela-. 
tions Division of the Department of Finance for the use of members of the Federal-. 
Provincial Continuing Committee on Fiscal and Economic Matters meeting in that year. | 

In our 1966 and 1967 Reports (paragraph 165 in 1967) we expressed the belief that 
it would be informative to the House if a detailed summary of the numerous federal-. 
provincial shared-cost programs, which would show the federal share of the costs on aD) 
annual and cumulative basis, were more readily available, and suggested that this be 
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shown as an appendix to the Public Ac 
| by the Public Accounts Committee. 


In 1967-68 Canada participated with one or more of th 
programs as follows: 


counts. This suggestion has not yet been considered 


€ provinces in 95 shared-cost 


Costs shared with: 
All provinces 


Bree P AK UNG bee Bie 6 eg vray igen eee Oe ea cee, 21 
More than one but not all PEOVINGER LOR AE ye 1 fs 41 
AER oy oot apres gb rats cernny -blehodt Rue och’ 33 

95 


The federal expenditures under these programs totalled $1,329 million compared with 
$1,136 million on 94 programs in 1966-67. 


| The following is a comparative listing, by departments, of those programs on which 
_ the expenditure in this or the preceding year was in excess of $10 million: 


| Year ended March 31 


| 
| 
| 
| 


| 1968 1967 

Agriculture: 

| South Saskatchewan River irrigation and power project...... $ 5,904,000 § 11,303,000 

| Forestry and Rural Development: 

| Agricultural and rural BeveICDIOditn ff ea ok ere. 19,393,000 13,728,000 

| Manpower and Immigration: 

Technical and vocational POMRTITERER, Gate s, sereee OO, Carey 204,080,000 219,764,000 

| Municipal winter works incentive.......................... 30,314,000 37,473,000 
National Health and Welfare: 

| Hospital insurance and diagnostic services.................. 467 , 284,000 396, 277,000 

anads Ascietance Plan... m,n. os sa cess cndecke ic... 225,611,000 10,496,000 
| gli Joc 0c. is Sia ae a er 32,645,000 4,705,000 
| Speraraith pani AS. Sth aloo) bh. ost 29,485,000 28,501,000 
| Hospital construction grants.............................. 16,360,000 16,381,000 
| ER RCT et ee oe voc conch 8,844,000 19,626,000 

Pusabled persons allowances 24 2)... 22. 6 7,051,000 15,013,000 

Utemploymont apsistanives :.). Jv, occ eeactc.octl..0oi ove, 5,961,000 143,116,000 
| Public Works: 
| ate OTN TIGNWAY o.oo. es ole oo once ncnececccscce 64,738,000 81,015,000 
| Secretary of State: 

Post-secondary education.................ccececcccucuces. 108,138,000 — 
Peeleenras CAC fo ee OR Bee OE 10,464,000 18,595,000 
| Transport: 

Atlantic Development Board—various gD eh es 30 , 647 , 000 35,160,000 
| nd hae go BS ES DES a 61,714,000 84,667,000 


The expenditures shown are direct costs only and do not include any administrative 


$ 1,328,633 ,000 


expenses incurred by the Federal Government. 


{ 


$ 1,135,820,000 
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The substantial increase in expenditures under the Canada Assistance Plan to 
$225,611,000 is partially offset by reductions in expenditures on old age assistance, 
disabled persons allowances and unemployment assistance and reflects the gradual sup- 
planting of the individual assistance programs by the more comprehensive social welfare 
program provided by the Canada Assistance Plan. 

Post-secondary education payments to all provinces totalling $108,138,000 in 1967-68 
had no direct counterpart in 1966-67. In addition to these expenditures in 1967-68, there. 
were tax abatements and tax equalization payments relating to post-secondary education 
totalling $247,580,000 for all provinces. In prior years, contributions towards post- 
secondary education were made by way of ‘university grants’ which were paid, except | 
in the case of the Province of Quebec, to the Association of Universities and Colleges 
of Canada, formerly the Canadian Universities Foundation. These university grants were 
based on the population of each province. In the case of Quebec, reimbursement prior to | 
1966-67 was in the form of an increased tax abatement, subject to subsequent adjustment | 
to a per capita basis, but in 1966-67 and 1967-68 the Province was paid directly. The 
total amount paid to the Association and the Province of Quebec in 1966-67 was) 
$87,053,000. There were no abatements or equalization payments in that year. | 

Also not included in the total expenditures are tax abatements and tax equalization | 
payments of $381,946,000 in 1967-68 and $246,540,000 in 1966-67 to the Province of 
Quebec, following its election in 1965 under the Established Programs (Interim Arrange- | 
ments) Act, 1964-65, c.54, to wholly administer and finance certain standing programs. 
These programs are hospital insurance and diagnostic services, old age assistance, blind | 
persons allowances, disabled persons allowances, unemployment assistance, Canada As-| 
sistance Plan and certain aspects of general health grants and technical and vocationggl 
training. | 

209. Statements requested by the Public Accounts Committee. Volume II of the; 
1968 Public Accounts includes section 45, “Miscellaneous Statements”. This section con- | 
sists of four statements prepared by the Comptroller of the Treasury showing additional 
information recommended for inclusion in the Public Accounts by the Public Accounts | 
Committee in its Ninth Report 1964-65. The attention of the House is directed to these | 
statements. | 


1. Educational leave costs—Page 45.2 
This statement summarizes the cost of educational leave granted to employees under 
section 57 of the Public Service Terms and Conditions of Employment Regulations. | 
It will be noted from the statement that for 1967-68 the total costs in respect of 


497 employees amounted to $1,111,000. This compares with 504 employees and $938,000 | 
in the previous year. 


| 

2. Losses of $1,000 or more due to accidental destruction of, or damage to, assets ie 
would normally be covered by insurance had such coverage existed—Page 45.3 

This statement shows that such losses amounted to $1,850,000 in 1967-68 compa 

with $1,960,000 in the previous year. | 

3. Report of surplus material disposed of in 1967-68—Pages 45.4 and 46.5 
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A comparative summary of the su 


rplus material disposed of in 1967-68 and in 1966-67, 
subject to the footnotes shown on 


the statement appearing in the 1968 P 


ublic Accounts, 
follows: 
1967-68 1966-67 
Value Value 
Cost Obtained Cost Obtained 


Obsolete but serviceable 


eos fete A $ 17,864,000 § 681,000 $ 30,821,000 8 788 , 000 
Surplus but serviceable 


| to) ee 48,677,000 3,416,000 85,396,000 8,437,000 
| $ 66,541,000 4,097,000 § 116,217,000 9,225,000 

Surplus but repairable.............. 4,582,000 3,867,000 
LIP GHOID seece anea alaal 832,000 836,000 
| $ 9,511,000 $ 13,928,000 
} 


t. Summary of accounts properly chargeable to the fiscal year 1967-68 but e 
| the fiscal year 1968-69—Pages 45.6 to 45.10 


This statement is commented on in paragraph 57 of this Report. 


arried over to 


| 
210. Losses through the fraud, default or mistake of any person. Section 70(1) (e) 
the Financial Administration Act provides that the Auditor General shall report 
inually to the House of Commons every case in which he has observed that there has 
‘en a deficiency or loss through the fraud, default or mistake of any person. 
During the year, 144 losses totalling $87,721 were noted resulting from defaleations 


other fraudulent acts of public officers of which $61,416 was recovered leaving net 
sses of $26,305. These are Summarized as follows: 


Initial Net 

Department Number loss Recoveries loss 

Indian Affairs and Northern Development........ 1 $ 453 §$ 453 $ 

penonal Detenoeers.05....)................. 48 16,981 15,145 1,836 

National Health and Welfare................... 1 651 651 

Ee or a ae 93 62,421 43 ,662 18,759 
Sapa anal erinaiaale alin Aailiaal es 1 7,215 1,505 5,710 
| ria oes Ae, 
| 144 $ 87,721 $61,416 $ 26,305 


] 


An amount of $1,219 has been recovered on the Department of National Defence 
ses since March 31, 1968 and the remaining $617 is chargeable to the Public Officers 
arantee Account at the request of the Department. The Post Office losses are charge- 
e€ to the Post Office Guarantee Fund. The Department of Transport net loss of $5,710 
3 charged to the Public Officers Guarantee Account prior to the year-end. 

_ Additional deficiencies totalling $9,462 came to light in connection with two pre- 
asly reported losses. One of these amounting to $8,972 has since been charged to the 
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Public Officers Guarantee Account at the request of the Department of Indian Affairs 
and Northern Development and the remaining amount of $490 is chargeable thereto at 
ie request of the Department of National Defence. 

Not included in the above summary is the amount of $692,000 representing the 
value of the coin sets shipped from the Royal Canadian Mint irregularly without pay- 
ment therefor being deposited in the Consolidated Revenue Fund. The full amount has 
since been deposited. (See paragraph 90 of this Report.) 

Also noted in the audit were six other losses totalling $2,342 which are required to 
be reported although they do not fall within the category of losses due to defalcations 
or other fraudulent acts of a public officer and therefore are not chargeable to the 
Public Officers Guarantee Account. Recoveries of $932 during the year reduced the ng 
loss to $1,410. The following is a summary by departments of these losses: 


Initial Net 
Department : Number Loss Recoveries Loss 
Consumer and Corporate Affairs..........-..e+e08: 1 $ 800 $ $ 800 
LADOUT koe & wih bed x Sind ste & aye inl> MERON Dreier 2 610 610 
National Defence ji. si er e-cina 0. tes, Spey ale ata Oe > eal ete 3 932 932 
6 $ 2,342 $ 932 $ 1,410 


Another loss which is not included in the above figures is referred to in paragraph 105 
of this Report. It involved an undetermined gallonage of fuel oil which was lost when 
a departmental tractor broke a fuel line running from the bulk storage tank at Pond 
Inlet, N.W.T. The loss occurred because the valve close to the tank had not been closed 
while the pipe line was not in use. 


211. Non-productive payments. The Public Accounts Committee in its Fifth Report 
1960-61 requested the Auditor General to include in his future annual Reports to the 
House of Commons listings of any non-productive payments that might have come to his 
notice in the course of his annual audit. The Committee reiterated this request in its’ 
Sixth Report 1964-65. 

Since 1961, in compliance with this request, there have been included in the Auditor. 
General’s annual Report to Parliament details of non-productive payments coming to. 
our notice in the course of the audit. Again this year we have sought to pinpoint the 
underlying causes, particularly when the circumstances appear to have been beyond the 
control of the department or agency to whose appropriation the charge was made. 

Many of these non-productive payments had their origin in transactions of prior. 
years, although in most cases a payment was made in 1967-68. The total this year is. 
estimated at $12,777,000. Of these, 40 cases are described in the foregoing parceraaay 

while the remaining 17 are as follows: 


1. REALTOR’s COMMISSION IN RESPECT OF AN UNSUITABLE TENANT, Lone BRANCH, Ont. 
Canadian Arsenals Limited engaged a realtor to obtain a tenant for unused portions of 


| 
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its premises at Long Branch. In April 1967 it entered into a 62-month lease with a 
tenant at a rental of $2,175 per month for April and May 1967 and $3,708 per month 
thereafter. The realtor’s commission, $7,315, based on the total rent to be received, was 
withheld by the realtor from the $11,000 deposit received from the lessee upon the 
signing of the lease. The tenant had financial difficulties and in April 1968, being 
in default in payments of rent, was evicted. Rent in arrears totalled $17,000 at March 31, 
1968 and legal action for recovery has been initiated against the tenant. The portion 
of the commission which relates to the unexpired term of the lease amounts to $4,600. 


. COST OF DEFECTIVE PURCHASE ORDER FORMS. In 1966 the Department of Defence 


Production placed an order on behalf of the National Film Board for 10,000 purchase 
order forms at a price of $1,054. However, the printing specifications issued to the 
contractor had failed to state that the forms must be serially numbered. As over- 
printing was not possible, they were disposed of as scrap. 

The cost of the defective forms was recovered from the National Film Board 
although no value had been received by it. Subsequently the forms were re-ordered 
and, because the Department of Defence Production was responsible for the defect 
in the original printing, the cost of reprinting, which was $1,074, was permitted to 
remain as a charge to the Canadian Government Supply Service revolving fund. 
The amount was later included in the sum requested of Parliament by the Department 
of Defence Production to reimburse the revolving fund for the cost of stores which 
had become obsolete or unserviceable—Department of Defence Production Vote 9c. 


. ADDITIONAL COSTS DUE TO FAULTY SPECIFICATIONS. In 1965 Defence Construction (1951) 


Limited awarded a firm-price contract in the amount of $178,000 for renovations to 
the heating system at the Department of National Defence ordnance depot at Longue 
Pointe, Que. 

The contract called for completion by January 23, 1966 but, largely because of 
faulty initial design and inaccurate or incomplete plans which resulted in numerous 
changes while the work was in progress, completion was delayed until J anuary 1967. 
The total cost of the contract was $233,000 or $55,000 in excess of the amount originally 
quoted. 

It is estimated that at least $16,000 of the increase in cost can be considered non- 
productive. In addition the contractor has submitted a claim for $9,000 over and above 
the amount already paid in respect of an increase in his costs due to design changes 
and delays. This claim was still under consideration at November 30, 1968. 


. ADDITIONAL COSTS DUE TO FAILURE OF THE CROWN TO SUPPLY MATERIALS ON SCHEDULE. 


In October 1964 the Department of Defence Production awarded a contract in the 
amount of $87,000 for the supply of parachutes to the Department of National Defence. 
The contract provided that the latter Department would supply the contractor with 
hardware salvaged from old parachutes thus saving an estimated $48,000. 

Due to unforeseen operational requirements, shortage of staff, and failure to ap- 
preciate that the contractor would be delayed, the Department fell behind in its salvage 
operations and as a result did not supply the hardware on schedule. This interrupted 
the contractor’s production lines on several occasions, increasing his costs and extending 
the term of the contract from October 1965 to June 1966. 

In February 1968 the Treasury Board authorized a payment of $15,000 to reimburse 
the contractor for additional costs attributed to delays caused by the Crown. 


. ADDITIONAL COST OF ROOFING REPAIRS DUE TO CHANGES IN SPECIFICATIONS. The following 


two cases were noted where problems developed in the course of repairs to the roofs 
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of buildings at Canadian Forces Bases which necessitated changes in specifications with 


resulting additional costs: 
(a) In June 1965, Defence Construction (1951) Limited awarded a contract in the 


(b 


~~” 


amount of $103,500 to reroof and repair three buildings at Canadian Forces Base 
Bagotville, in Quebec, including an amount of $51,000 to reroof a hangar. 

The contract called for the removal of roofing from the hangar down to the 
deck and resurfacing with plywood, insulation, felts and an asphalt-emulsion coat- 
ing in accordance with a cold-process roofing specification in use at that time. 
Within weeks of commencement of work the completed portion of the roof began 
to develop blisters, a condition which continued over the next two years despite 
repeated repairs by the contractor. 

Early in 1967, after experiencing a number of similar roof failures, the Depart- 
ment changed the insulation specification for cold-process roofing and the con- 
tractor, on his own initiative, stripped a section of the roof and applied insulation 
meeting the new specification. When this proved successful in overcoming the 
blistering, the contractor proposed that he redo approximately one-half the main roof 
in accordance with the new specification at a cost to the Crown of $12,000, a price 
which represented only two-thirds of his costs, and, in addition, make repairs 
to other parts of the roof without cost to the Crown. 

In August 1967 Defence Construction (1951) Limited authorized the contractor 
to proceed with his proposal which brought the total cost of reroofing the hangar 
to $63,000. 

A certificate of completion was issued in September 1967 but the half of the 
roof repaired in accordance with the old specification is not entirely satisfactory 
in that, although watertight, it is blistered. 


On August 15, 1966 a contract was awarded for the repair and surface coating of 
the pitch and gravel roofing of five barrack blocks at Canadian Forces Base 
Borden, in Ontario, the work to be completed by October 29, 1966. The original 
contract price was $23,000, later increased to $31,000 to cover certain design changes 
and an increase in the quantities of materials required. 

The original scope of the work included removal of all gravel and dirt, repairs 
to deteriorated areas of roofing and insulation, and resurfacing with coal-tar-pitch 
emulsion. However, bonding and “alligatoring” problems were encountered in re- 
surfacing the roofs and this method was discontinued. The contract was then 
amended, requiring the complete removal of the existing felts and replacement with 
a cold-process roofing system over the existing cork insulation. The work was 
completed in July 1968 at a cost of $59,000. This figure included the cost of the 
work completed prior to discontinuation of the original method and, since the cold- 
process system made useless much of the work previously completed, a portion 
of the expenditure amounting to $8,400 may be considered as non-productive. 


6. Cost OF UNUSED PLANS, Cotp Laks, Aura. In September 1967 a firm of architects was 
engaged to prepare preliminary plans, specifications and a cost estimate for a 10-class- 
room school at Canadian Forces Base Cold Lake. The Department of National Defence 
had decided to site the new school adjacent to and possibly connected with an existing 
school on the Base and the architect was instructed accordingly. However, after further 
discussions of how best to meet the school requirements at Cold Lake, the Department 
in December 1967 recommended extension of another school at the Base. The contract 


with the architects was therefore terminated and the plans abandoned at a cost to the 
Crown of $5,300. 


~] 
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. ARCHITECTS’ FEES IN RESPECT oF 
National Harbours Board engaged a fi 


a second set of plans for a combined restaurant and office building. This firm was paid 
$4,600. Additional expenditures for foundation studies, drilling and advertising totalled 
$2,100. No building was constructed and in 1967 the overall costs of $10,600 which 
had been classified as “fixed assets under construction” were written off. 


. COST RESULTING FROM CANCELLATION OF A CONTRACT, In May 1967 the Post Office 


000 yards of scarlet cloth, to be used 


the red piping on the trousers eliminated the requirement for this material. 
The manufacturer offered to cancel the contra 


ct on the basis of a payment of 
$5,000 which was made to him in April 1968. 


. SETTLEMENT ARISING FROM AMBIGUOUS CONTRACT. In April 1967 the Royal Commission 


on the Status of Women in Canada engaged the services of a professor to act as director 
of research in social sciences and to prepare and implement a research program in 
accordance with the policy laid down by the Commission. The contract provided for 
payment of a fee of $100 and a living allowance of $25 for each day services were 
performed up to August 31, 1967 and, effective September 1, 1967 for a minimum of 
two years, an annual salary of $22,000, a monthly living allowance of $300 and other 


benefits. The termination clause provided, in part, that either party could terminate 
the contract by giving at least 30 days notice. 


In November 1967 the Commission suspended the director and sought to change 
the contract to one providing for research in specific projects. This he would not accept 
and he was given 40 days notice terminating his employment as of J anuary 10, 1968. 
Subsequently his lawyers submitted a claim for loss of earning power and unemploy- 
ment stating there was ambiguity in the contract as to the remuneration to be paid on 
termination and suggested an amount of $7,500 as reasonable compensation. 


The Department of Justice expressed the opinion that it was quite probable that 


a court would award damages at least to the extent claimed and recommended settle- 
ment in that amount. 


In all, the professor received $24,500, of which $10,600 was for the period subsequent 
to the date of notice of termination of contract in which no services were performed. 


ADDITIONAL COSTS DUE TO CONSTRUCTION DELAY, OTTAWA. In 1961 the Department of 
Public Works awarded a contract in the amount of $5,088,000 for the complete re- 
novation of the West Block on Parliament Hill, to provide modern offices and facilities 
in the interior while preserving the original structure in other respects. The net result 
of a substantial number of extras and credits for deleted requirements was an additional 
cost of $612,000 which brought the total cost to $5,700,000 by 1966-67. 

Since the building had been erected nearly 100 years ago, very little information 
existed to show the type of floor construction. Because the building was occupied, only 
a limited number of tests were made to determine this and these indicated that the 
structural strength of the floors was adequate. As demolition proceeded, however, and 
floor coverings and ceilings were removed, it became evident that the floor slabs at 
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the first and second floor levels were inadequate to support normal office loading. The 
necessity of replacing them led to a restriction of construction progress due to redesign 
measures and the time required for the approval of change orders. 

The general contractor submitted a claim in the amount of $43,000 for additional 
job site costs resulting from the delay, which was settled during the year for $20,000. 
The settlement was based on a delay period of 10 weeks. 

The millwork subcontractor also submitted a claim for additional costs due to the 
late issue to him of shop drawings. Because of the floor replacement problem, millwork 
was not required for installation until about six months later than originally scheduled, 
and advantage was taken of the delay to revise and improve certain details. The sub- 
contractor’s claim of $88,000 was recognized during the year to the extent of $24,000, 
consideration being given to (1) overhead with respect to unused shop capacity during 
the delay period, (2) increased wage rates due to work performance in a period of higher 
labour costs than had been expected, and (3) overtime expenses to meet revised target. 
dates. 


ADDITIONAL COST DUE TO CONSTRUCTION DELAYS, CHARLOTTETOWN, P.E.I. In 1961 the 
Department of Public Works entered into a contract for the construction of a wharf. 
for the Marine Agency of the Department of Transport at Charlottetown. The accepted | 
tender, based on lump-sum prices for certain elements of the work and on fixed unit. 
rates in relation to estimated quantities with respect to other elements, was $1,450,000. 
The final cost was $1,946,000, including a settlement of $264,000 in 1967 with respect) 
to a claim for $630,000 which had been under negotiation since 1965. 

The additional cost of $496,000 was mainly the result of steps taken to stabilize 
site foundations. Pre-construction investigations had indicated the presence of materials 
of questionable bearing capacity but the extent of slippages and consequent loss of fill’ 
was much greater than expected. The result was additional dredging, increased quantities 
of fill, and the supply and driving of a greater number of piles than initially planned. i 

The claim settlement included $24,000 for equipment rentals, labour and overhead. 
during periods when the contractor was unable to work at full capacity in the placing 
of fill or in the driving of piles because of the procedures which the unexpected site: 
conditions compelled him to adopt. 


Cost OF UNUSED PLANS, Hatirax, N.S. In 1964 the Department of Public Works, on 
behalf of the Department of Veterans Affairs, retained a firm of architects and engineers: 
to prepare plans and specifications for and to supervise the construction of an extension) 
and alterations to a fourth floor operating suite at Camp Hill Hospital, Halifax. 

In August 1966, after the working drawings and specifications had been received. 
from the consultants, the Department of Veterans Affairs decided that the work should 
not be proceeded with because it was apparent that the present building did not have 
the load-bearing capacity recommended by the National Building Code for operating 
suites. 

During the year a final payment to the consultants brought to $14,000 the cost 


incurred for plans and specifications abandoned as a result of the cancellation of the 
project. | 


Cost OF UNUSED PLANS, KeLowna, B.C. In 1964, a firm of architects and consulting 
engineers was retained by the Department of Public Works to design, prepare working 
drawings and specifications for, and subsequently supervise construction of a federal 
building at Kelowna. The overall plan foresaw continued use of the existing federal 
building and erection of a two-storey structure without basement, at an estimated cost 


14, 
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of $450,000, to house the Post Office D 
mission and the Customs and Excise Divisi 


by design and site problems. During 1967 the consultants were directed to halt production 


of plans and later in the year they were paid $13,000 on a quantum meruit basis for 
work done on the original concept. 


Present planning calls for the construction of a four- 
tion designed for the addition of two floors, at an estim 


unlikely that any of the original design work can be inc 
posal. 


storey building, on a founda- 
ated cost of $1,850,000. It is 
orporated in the current pro- 


CosT OF UNUSED PLANS, Morpen, Man. In 1965 a firm of architects and consulting 
engineers was engaged by the Department of Public Works, on behalf of the Depart- 
ment of Agriculture, for the design, preparation of working drawings and specifications, 
and subsequent supervision of construction of a composite office, laboratory and header- 
house building at the Morden Experimental Farm. 

The consultants submitted two sketch schemes for consideration in J une 1965, rec- 
ommending as more economical and efficient one envisaging a compact three-storey 
building with attached single service facility. They were instructed, however, to proceed 
with the other scheme, which provided for a two-storey laboratory and single-storey 
administration and service facilities grouped around a courtyard, because the Depart- 
ments of Public Works and Agriculture found it more architecturally satisfying. 

The preliminary design was completed in December 1965 but the project was held 
in abeyance until August 1966 to enable the Department of Agriculture to review its 
overall research program. In 1967 the decision was reached to abandon the sketch draw- 
ings and the consultants were requested to prepare a further submission for a compact 
and economical structure. They were paid $5,500 as compensation for all work pre- 
viously carried out. The building since approved is to be of single-storey construction 
throughout with a penthouse for mechanical services. 


Cost OF UNUSED OFFICE SPACE, GASP, Que. As a result of the separation of the National 
Employment Service, now the Canada Manpower Division, from the Unemployment 
Insurance Commission, the Department of Public Works was requested in February 1966 
to obtain other accommodation for the Canada Manpower Centre in Gaspé. To meet 
this requirement, the Department in April arranged to lease space in a privately-owned 
building for a term of five years effective August 1, 1966 at an annual rental of $4,200. 
The Commission continued to occupy premises in a Crown-owned building. 

The Commission had decided in July 1966 to close its office in Gaspé in 1967 but 
due to staff difficulties the office was closed in October 1966 and the space was left vacant. 
We were informed that this was because the Department of Public Works hoped that 
early agreement could be reached with the lessor for cancellation of the lease on the 
premises occupied by the Canada Manpower Centre. It was not until February 29, 1968, 
however, that negotiations led to this Centre moving to the vacant quarters in the Crown- 
owned building. The lease was terminated in consideration of payment to the lessor of 
$5,000 in lieu of full rental of $14,300 for the unexpired term of the lease to July 31, 1971. 
While full value was received for the rental of $5,600 paid for the period November 1, 
1966 to February 29, 1968, suitable vacant Crown-owned accommodation was available 
and therefore payments of rental and termination charges totalling $10,600 may be 
considered as non-productive. 


16. Cost OF UNUSED POST OFFICE SPACE, ANCIENNE LoretTE, Que. In 1965 the Department 


of Public Works renewed a lease for a period of five years from June 1, 1965 at a rental 
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of $3,000 per annum, for postal accommodation being used at Ancienne Lorette. The Post 
Office Department had confirmed the adequacy of the premises for the demised term. 

In March 1967 the Post Office Department informed the Department of Public 
Works that in the interim the municipality had qualified for letter carrier service and, 
with the introduction of this service in the near future, the leased space would be inade- 
quate. Consequently, other accommodation was obtained and the lessor accepted $3,000 
in lieu of full rental of $8,100 for the unexpired term of the lease from October 1, 1967 
when the premises were vacated. 
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Summary of Assets and Liabilities 


212. The Statement of Assets and Liabilities as at March 31, 1968, with comparative 


figures as at the end of the preceding year, prepared 
inclusion in the Public Accounts and certified by the 


by the Department of Finance for 
Auditor General in accordance with 


section 64 of the Financial Administration Act, is reproduced as Exhibit 2 to this Report. 


213. The following table shows the 
_ the Statement of Assets and Liabilities, 
| the two previous years: 


Assets 


assets at March 31, 1968, by main headings in 
and the corresponding balances at the close of 


March 31, 1968 


PeePe0L ONO. 6.05.0... $ 1,530,671,000 


Advances to the Exchange Fund 
DST SAS pt ania 
Investments in United States dollar 
securities issued by other than the 
Government of Canada........... 


PIOUS of lorreeto uy. a). 
Investments held for retirement of 
nmatured Gebt........2,........ 
Loans to, and investments in, Crown 
OE OT MONS erg cae! ers gg oe Sésew on 
Loans to national governments....... 
Other loans and investments......... 


2,136,000 


2,033 ,312,000 


122,617,000 


1, 280,788,000 


8,140,000 


7,935,611,000 
1,206, 084,000 
1,945, 156,000 


Securities held in trust.............. 59 , 535 , 000 
Deferred charges................... 491,955,000 
Inactive loans and investments....... 94,824,000 


Total recorded assets............. 
Less—Reserve for losses on realization 


16,710,829 ,000 


ig et a? oe 546,384,000 
Net recorded assets............... $ 16,164,445,000 


March 31, 1967 March 31, 1966 


$ 1,393,966,000 $ 1,015,994,000 


2,136,000 1,002,000 
2,355 ,000,000 2,696, 000,000 
180,029 ,000 187,192,000 
615,521,000 34,853 ,000 
3,152,000 — 


5, 659,074,000 
1,225 , 213,000 
1, 263, 213,000 


6, 728,665,000 
1, 201,581,000 
1,713,998 ,000 


50, 853 , 000 51,956,000 
581, 846 , 000 256 , 555,000 
94,824,000 94,824,000 


14,921 ,571,000 12,485 ,876,000 


546,384,000 546 , 384,000 


$ 14,375,187,000 $ 11,939,492,000 


214. Current assets. The balances included under this heading at March 31, 1968, 


with 


i 


March 31, 1968 


| Re $ 1,260,654,000 


Departmental working capital advances— 
Stockpiling of uranium concentrates. .. 
Defence Production Revolving Fund. . 
Miscellaneous departmental account- 

able, imprest and standing advances. 


74,956,000 
39 , 052,000 


27 , 084,000 


the comparable balances at the close of the two previous years, were: 


March 31, 1967 March 31, 1966 


$ 1,009,249, 000 $ 759,080,000 
57,163,000 37,070,000 
34,018,000 22,590,000 
23 , 226,000 21,124,000 
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March 31, 1968 March 31, 1967 March 31, 1966 


Bullion and Comage, .....-..-ssvserns $ 15,559,000 $ 18 ,048 ,000 $ 14,794,000 
Transport Stores. .....--sssseseceses 11,409,000 10,136,000 8,928,000 
Defence Production—Canadian Gov- 
ernment Supply Service............ 5,064,000 860,000 — 
Veterans Affairs hospital stores....... 2,126,000 _ _- 
Agricultural Commodities Stabilization 
ACOOUIG 5 dxers eee oye Bee ae 1,402,000 2,031,000 5,426,000 
Fisheries Prices Support Account...... 842,000 377,000 209 , 000 
Opher ees 6) 2. ete Lee. Deer 9,046,000 11,936,000 10,436,000 
186,540,000 187 ,795 , 000 120,577,000 
Securities held for the Securities Invest- 
neh ACCOUNT sy0c dea eee se ees 44,355,000 197,689 , 000 81,476,000 


Other current assets. CAV sw. ght 39,122,000 29 , 233 , 000 54,861,000 


$ 1,530,671,000 $ 1,393 ,966,000 $ 1,015,994,000 


The amount of $74,956,000 for stockpiling of uranium concentrates comprised the 
accumulated costs of acquiring, refining and storing these concentrates. 

The Defence Production Revolving Fund, established under the authority of section 
16 of the Defence Production Act, R.S., c.62, provides funds to finance the cost of stocks | 
of defence supplies and essential materials and for working capital loans and advances) 
to manufacturers of such supplies and materials. 

The item “Miscellaneous departmental accountable, imprest and standing advances” 
includes travel and other advances held by departments, government agencies and indi- 
viduals over the year-end. The larger departmental totals of outstanding advances at 
March 31, 1968 were: Unemployment Insurance Commission, $10,063,000; Department 
of National Defence, $9,778,000; Department of Manpower and Immigration, $1,227 ,000; 
Department of Indian Affairs and Northern Development, $1,258,000; and the Pome 
Office, $1,034,000. 

The Defence Production - Canadian Government Supply Service revolving fund 
was originally established by Vote L18e, Appropriation Act No. 4, 1966, 1966-67, c.6, for 
the purpose of acquiring and managing stores; for manufacturing, producing, processing 
or dealing in stores or materials; for the purchase and supply of repair services for office’ 
furniture and equipment; and for freight services. The purpose of the fund was extended 
by Vote L13g, Appropriation Act No. 2, 1967, 1966-67, c.85, to include the procurement 
of insurance coverage at bulk rates on the movement of household effects and the financ- 
ing of the cost of hotel accommodation in Montreal during the period of the Canadian. 
Universal and International Exhibition in 1967. It was further extended by Vote L22a, 
Appropriation Act No. 7, 1967, 1967-68, c.8, to include the financing of the travel accounts 
rendered by carriers for services arranged by the Central Travel Service on a recoverable 
basis for Federal Government departments and agencies. | 

The Veterans Affairs hospital stores account was established by Vote L100g, Appro- 
priation Act No. 2, 1967, 1966-67, c.85, for the purpose of financing the acquisition and 
storage of materials and supplies by departmental hospitals and other facilities in Canada, 
including the central medical stores maintained in Ottawa. | 


| 
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The $44,355,000 balance of the Securities Investment Account represents, at amor- 
tized cost, temporary holdings of securities of Canada by the Minister of Finance under 
the authority of section 17 of the Financia] Administration Act. 

The total of $39,122,000 shown for “Other current assets’ comprises Post Office cash 

_ on hand and in transit, $18,744,000, and cash received by all departments after March 31, 
1968 which was applicable to, and taken to account in, 1967-68. 


SUMMARY OF ASSETS AND LIABILITIES 
| 
| 
| 
| 


215. Blocked currency. The amount of $2,136,000 on deposit in the Central Bank 
_ of Chile was received in payments on loans made by Export Credits Insurance Corpora- 
_tion to companies in Chile. The Government of Chile was unable to make available the 
necessary Canadian dollars for transfer to Canada but has agreed to the withdrawal of 
| funds deposited in 1965 in ten equal instalments on April 1 and October 1 in the years 
1968 to 1972, and to similar withdrawals of funds deposited in 1966 in the years 1969 


to 1973. Interest at 6% per annum is payable by the Central Bank of Chile on these 
deposits. 


216. Advances to the Exchange Fund Account. This Account is operated by the Bank 
of Canada on behalf of the Minister of Finance, and advances are made by the Minister 
from time to time within the maximum ($3,500,000,000 at March 31, 1968) authorized 
by the Governor in Council under section 23 of the Currency, Mint and Exchange Fund 
‘Act, R.S., c.318. The balance of the Account at March 31, 1968 was $2,033,312,000 and 
the value of the assets acquired from these advances was $2,063,041,000, indicating an 
unrecorded surplus of $29,729,000. By comparison, the unrecorded surplus at the end of 
the preceding year was $30,282,000. 

| A summary of the transactions in this Account for the year ended December 31, 
1967 is included in paragraph 318 of this Report. 


| 
| 


| 217. Investments in United States dollar securities issued by other than the Govern- 
ment of Canada. These holdings consist of $122.6 million of special United States of 
America securities acquired under the authority of Order in Council P.C. 1964-1427 of 
September 10, 1964, pursuant to Vote L17a, Appropriation Act No. 7, 1964, 1964-65, c.20, 
which provided for their purchase out of United States dollars paid to Canada pursuant 
to the Treaty between Canada and the United States of America relating to co-operative 
levelopment of the water resources of the Columbia River Basin. Securities mature on 
Nbvember 1 of each year to 1971. In November 1967 securities of $30 million (US) 
matured and were redeemed by the Government of the United States. 

) 

| 218. Canada Pension Plan Investment Fund. Funds of the Canada Pension Plan in 
*xcess of an amount estimated as required to meet all payments in the following three 
nonths are available for investment in 20-year non-negotiable provincial and federal 


| 
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securities at the current interest rate. Investments at March 31, 1968, with the compar- 
able balances at March 31, 1967, were in securities of: 


March 31, 1968 March 31, 1967 


Onteria sions oils cs honk oh SPAS pk ee ee ee eee $ 728,599,000 $ 352,697,000 
Britian Colambia. .5 os os «x bo bie ense oe d oe cee ese eee a eee 186 ,085 ,000 89,484,000 
Alberta... ci cc dec cave cavune Hoe o Geta tas ENty bea te peer Cents 2m 113 ,333 ,000 54,135,000 
WA rei testy iis Aisa iw on we ew a aa wm 0S ice vec ce 76,412,000 37,016,000 
Gactatehewatl.« os. 0.se2 os abc uae Oa Oe a ene eee 55,557,000 25,894,000 
Nova Beotia: oi). us dc ceo PGR cies cee cee ee eee 47 ,862 ,000 22 ,663 ,000 
New Branswitk.gscgsk soa6s ok cee eee Oe ee oe ee 37 ,007 ,000 17,679,000 
WewiOUN GIA ....c Ccceas «an Oe ota soi ened ae ee etn tere 23 , 693 , 000 11,693 ,000 
Prince Edward Island (30... 04. a2 Seco toe < eee 4,288,000 1,998,000 
Quebee 5 foeshens cot Ses tee sacs tee aie eee ee eee aes 2,244,000 368 , 000 
CURTIS | 22, nc eee od Se pee Oe tata a, eee meee One eae eee 5,708,000 1,894,000 


$ 1,280,788, 000 $ 615,521,000 


219. Investments held for retirement of unmatured debt. These investments of 
$8,140,000 consist of Canada bonds of two issues, with a face value of $8,675,000, pur-' 
chased under terms of issue whereby the Government was to endeavour to purchase 
quarterly in the open market, under certain conditions, one-half of one percent of the 
principal amount of the issues. Particulars of the issues and the principal of the bonds. 
purchased are: | 


Principal Purchased Total bonds 
amount during year held 
TOPO Ba ees » ct ete ante eis ee ts A eee $ 120,000,000 $ 4,304,000 $ 7,604,000 
RUG ON. ies Sa eee ete Lad eee he ee iene 80,000 , 000 1,071,000 1,071,000 


$ 200,000,000 $ 5,375,000 $ 8,675,000 


220. Loans to, and investments in, Crown corporations. The following schedule shows: 
the nature of these loans and investments at March 31, 1968: | 


Capital stock Loans and 
at cost advances Total 

Central Mortgage and Housing Corpora- , 

TENG ashe cea ok es clas eee $ $ 3,575,407 ,000 $ 3,575, 407,000 
Canadian National Railways............ 1,105,195,000 676,954,000 1,782,149 ,000 
Farm Credit Corporation............... 921,685,000 921,685,000 
The St. Lawrence Seaway Authority..... 492,418,000 492,418,000 | 
National Harbours Board.............. 250,035,000 250,035,000 
Export Credits Insurance Corporation. . . 5,000,000 194,122,000 199, 122,000 | 
Atomic Energy of Canada Limited...... 15,000,000 123,915,000 138,915,000 
Canadian Overseas Telecommunication | 

Kmueternoem. oo, ce 52,383,000 52,383,000 
National Capital Commission, other than 

Greenbelt—see also below............ 37,424,000 37,424,000 
Northern Canada Power Commission... . 33,631,000 33 , 631,000 


Polyines Corparatibn Limited | a 30,000,000 30,000, 000 


SUMMARY OF ASSETS AND LIABILITIES 143 


Capital stock Loans and 
| at cost advances Total 
ene Aco s eee 
Canada Deposit Insurance Corporation. .$ 10,000,000 $ 19,350,000 29,350,000 
) Canadian Dairy Commission. ... LT ay 22,179,000 22,179,000 
Canadian Commercial Corporation...... 16,500,000 16,500,000 
Canadian Broadcasting Corporation— 
working capital—see also below....... 9,000,000 9,000 , 000 
Eldorado Mining and Refining Limited. . 8, 247,000 8, 247,000 
Bere Ol CADRAAIG Fh il. SIS. och. ax 5,920,000 5,920,000 
Cape Breton Development Corporation. . 5,250,000 5,250,000 
Canadian Arsenals Limited............. 5,000,000 5,000,000 
) Canadian National Railways—re acquisi- 
| tion and repair of passenger equipment 2,917,000 2,917,000 
) Canadian National Railways—re Yar- 
mouth-Bar Harbour PTY cca spial 641,000 641,000 
Canadian National (West Indies) Steam- 
une amubeas. Os, 1,000 324,000 325 , 000 
| Canadian Patents and Development Lim- 
ae 296,000 296 , 000 


1,179,659 ,000 6,489,185 ,000 7,618 ,794,000 


Recovery likely to require parliamentary 


appropriations— 

Canadian Corporation for the 1967 

| World Exhibition................ 205 , 000 , 000 205,000,000 
Canadian Broadcasting Corporation. 74,125,000 74,125,000 
National Capital Commission— 

| OT Ee en 37,692,000 37,692,000 
| 316,817,000 316,817,000 


$ 1,179,659 ,000 $ 6,755, 952,000 


The total of $7,935,611,000, an increase of $1,206,946,000 over the previous year, 
Joes not represent the total equity of Canada in its Crown corporations at March 31, 
1968. This equity in fact amounted to $9,485,710,000 as shown by their individual finan- 
al statements published in Volume III of the Public Accounts and as summarized in 
Appendix 12 on page 9.26 of Volume I of the Public Accounts. The principal reason for 
his is that the accounts of Canada are maintained on a modified cash basis which does 
lot provide for recording as assets such items as surpluses of Crown corporations or the 
‘ost of certain capital assets which have been charged to expenditure. In no sense does 
he Statement of Assets and Liabilities of the Government of Canada purport to be a 
onsolidation including the accounts of its wholly-owned corporations. The corporations 
daintain their individual accounts on the accrual accounting basis followed in commer- 
ial practice and a number have fiscal years conforming to the cycle of their individual 
Perations rather than the April 1 to March 31 fiscal year. 


__ Advances to Central Mortgage and Housing Corporation, made pursuant to section 
2(1) of the Central Mortgage and Housing Corporation Act, R.S., c.46, increased by 
634 million resulting from additional advances of: $670 million for loans to approved 
orrowers less repayments of $89 million; and $95 million less repayments of $27 million 
respect of projects entered into with provinces, municipalities and universities; less 
’~payments of $15 million by holders of National Housing Act insured mortgages. 


) 


$ 7,935,611,000 
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The total for the Canadian National Railways increased by $164 million due to: 


(a) further investments in 4% preferred stock of the Company pursuant to section 6 of 
the Canadian National Railways Capital Revision Act, R.S., c.311, and 
Canadian National Railways Financing and Guarantee Act, 1965-66, 1966-67, 
CBT in card nin ol cra talicha e Geahn ae asa Rr Jee Ae ince oe a $ 25,184,000 
Canadian National Railways Financing and Guarantee Act, 1967, 1967-68, c.14 4,825,000 


(b) further advances under the authority of 


Canadian National Railways Financing and Guarantee Act, 1941, 1940-41, c.1 - 11.340,000 
Canadian National Railways Financing and Guarantee Act, 1942, 1942-43, c.22 ee 
Canadian National Railways Refunding Act, 1955, 1955, c.31  ............. 72,300,000 
Canadian National Railways Financing and Guarantee Act, 1965-66, 1966-67, 
COT skid va view wa ewes eek ok p Gos See am 0 ewe Qe tee ne enna 10,000,000 
Canadian National Railways Financing and Guarantee Act, 1967, 1967-68, c.14 
Section 3—capital expenditure........./004. .POo See eas sm ve 27,000,000 
Section 9—temporary financing of C.N.R. deficit................. 13 ,000 ,000 
Section 10—temporary financing of Air Canada................... 616,000 


$ 164,215,000 


The amount for Farm Credit Corporation increased by $169.1 million over the pre- 
ceding year due to further loans of $195.4 million, less repayments of $32.9 million, and 
$6.6 million paid to the Corporation under section 12 of the Farm Credit Act, 1959, c.43, | 


as additional capital. 


advances of $11 million for Vancouver Harbour, $5 million for Montreal Harbour, $2, 
million for Belledune Harbour (New Brunswick) under the authority of Vote L105, 


| 
! 


The amount shown for The St. Lawrence Seaway Authority increased by $26.7 
million comprising a net increase of $6.7 million in deferred interest on loans and addi-| 
tional loans totalling $20 million, including $16.4 million in respect of the Welland Canal | 
of which $2.5 million, representing a temporary advance for the purpose of financing the | 
Welland Canal deficit during the first quarter of the 1968 calendar year, is interest-free. | 


The total for the National Harbours Board increased by $28 million due to: further: 


Appropriation Act No. 5, 1967, 1967-68, c.2, and a loan of $10 million to the Saint John 
Harbour Bridge Authority pursuant to Vote L106b, Appropriation Act. No. 7, 1967, 
1967-68, c.8. 


Pickering generating station, $9 million; Nelson River transmission line, $5 million; 


| 
' 


The amount shown for Export Credits Insurance Corporation reflects an increase. 
of $35 million in advances to enable the Corporation to provide long-term financing of 
export sales of capital goods and services. 


} 


There was an increase of $33 million in advances to Atomic Energy of Canada 
Limited, mainly for the construction of: Gentilly nuclear power station, $12.5 million; 


Douglas Point generating station, $4 million; and manufacturing facilities and a labora- 
tory for the Commercial Products Division, $2 million. 


The amount of $29,350,000 shown for Canada Deposit Insurance Corporation repre-- 
sents a $10 million investment in capital stock of the Corporation pursuant to section 7 
of the Canada Deposit Insurance Corporation Act, 1966-67, c.70, and $19,350,000 of 
interest-bearing loans made under section 34 of the Act. | 
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The amount shown for the Canadian Dairy Commission increased by $22 million 
over the preceding year due to further loans of $52 million, less repayments of $30 million, 
under the Canadian Dairy Commission Act, 1966-67, c.34. 

| The amount of $16.5 million for the Canadian Commercial Corporation represents 
| working capital advances of $10 million made under authority of section 8(1) of the 
Canadian Commercial Corporation Act, R.S., c.35, and interest-bearing loans of $6.5 mil- 
lion made during the year under authority of section 8(2) of the Act. 

Under authority of section 19(2) of the Cape Breton Development Corporation 
Act, 1967-68, c.6, $5 million was advanced to the Corporation as working capital of the 
Coal Division, and $250,000 was advanced to the Corporation by the Minister of Finance 
by way of a temporary loan under authority of section 82 of the Financial Administration 
Act. 

| Additional loans to the Canadian Corporation for the 1967 World Exhibition amount- 
‘ing to $30 million were authorized by Votes L40 and L40a, Appropriation Act No. 7, 
1967, 1967-68, c.8. The total of the loans advanced to March 31, 1968 was $205 million. 
Repayment of the loans will involve parliamentary appropriations in future years. 

| The financing of the capital requirements of the Canadian Broadcasting Corporation 
continued to be by means of loans. Additional loans, under the authority of Vote L20, 
Appropriation Act No. 7, 1967, 1967-68, c.8, totalled $21 million. Repayments during 
‘the year amounted to $2.9 million. Repayment of the loans of $74,125,000 outstanding 
at March 31, 1968 will involve parliamentary appropriations over a period of 20 years. 


| 


| 221. Loans to national governments. The following is a listing of the balances of 
these loans at March 31, 1968 in comparison with the balances at the close of the two 
previous years: 


| March 31, 1968 March 31, 1967 March 31, 1966 


Varied. Kingdom. :"". seh Go. oe. .- $ 1,039,999 ,000 $ 1,059, 231,000 $ 1,078,088 ,000 
| COS TRE, PAIS oe Lee, ou 67 , 600 ,000 67,600, 000 67,600,000 
| IOUT ae as cto vony teins oe ane 32,130,000 32,130,000 32,130,000 
ee st ne 20,763,000 23,070,000 25,377,000 
MAS sae See at ee 1,323,000 3,969,000 16,088,000 
POI TBE pesca Pt ls oa ca 164,000 527,000 674,000 


Special assistance loans to developing 


1,161,979,000 


1,186 ,527 ,000 


1,219,957 ,000 


| countries: 

| A 16,953,000 1,579,000 -- 

' ga ne Se 12,665,000 7,277,000 2,996,000 

| PO sa ciadw OC OR0 8. ...... 3,976,000 3,031,000 2,001,000 

' Od 2,974,000 974,000 214,000 

Trinidad and Tobago................ 2,839,000 1,628,000 45 , 000 

| EE ea er ae ae en 1,770,000 = << 
TS 1,540,000 251,000 — 

| PAM Ik ceases eer scr ols wie dha v' 1,067,000 314,000 om 

SO MRNIO PEPIN ios tyastetcinicinds ove |i-n aye o- 321,000 = “zc 

| 44,105,000 15,054,000 5, 256 ,000 


$ 1,206,084,000 


$ 1,201,581,000 


$ 1,225,213,000 
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The decrease in indebtedness of the United Kingdom, Belgium and India resulted 
from payments of the annual instalments of principal. No payments were due from 
France and the Netherlands during the year because of special payments made in 1962-63 


covering instalments up to and including the 1969 instalment. 


The special assistance loans to developing countries increased by $29,051,000 during 
the year. These loans include $20,185,000 repayable over 40 years, following a grace 
period of 10 years from the date of execution of each agreement, and bear interest at 
3 of 1% per annum on the amount of the loan committed less any repayments, and 
$20,167,000 of interest-free loans, also repayable over 40 years with a grace period of — 


10 years. 


222. Other loans and investments. The balances comprising this asset at March 31, | 


1968, with comparable balances at the end of the two previous years, were: 


Subscriptions to capital of, and working 
capital advances and loans to, interna- 


March 31, 1968 


fiimial Ofganizstione:-,. .4< ah ee a $ 969,646,000 
Veterans’ Land Act Fund.............. 406, 231,000 
Less—Reserve for conditional benefits . 23 , 282,000 
882,949,000 
Municipal Development and Loan Board 280,595,000 
Less—Reserve for forgiveness of in- 
debtedneai? 5005's eo eer ae ees 922 ,000 
279,673,000 
Provincial governments 2, e ns eae ee 187 , 748 ,000 
Housing projects for the Canadian Forces 21,598,000 
Manufacturers of automotive products in 
Rs 4} dice ee Dee 20,505 , 000 
Assisted passage scheme...............- 13,219,000 
Government of the Northwest Territories 12,781,000 
Government of the Yukon Territory..... 11,480,000 
Manufacturers—defence plant moderniza- 
MGT Soil vase tener Cees eee ee 10,210,000 
Government equity in agency account of 
Crown Assets Disposal Corporation.... 7,257,000 
Other yalances.....: : Gs 7 ee nee 24,221,000 


1,941, 287,000 


Recovery likely to require parliamentary 
appropriations— 

Capital assistance loans, Town of 

Oromocto, New Brunswick 


1 te oD ee 


3,869 , 000 


$ 1,945,156,000 


March 31, 1967 


$ 952,188,000 


333,857,000 
22,449 000 
311,408,000 


236,331,000 


5,097,000 
231, 234,000 


123 515,000 
20 , 497 ,000 


12,627,000 
11,096,000 
8,876,000 
9,073,000 


7,298,000 
22,090,000 


1,709 , 902,000 


4,096 ,000 


$ 1,713,998,000 


March 31, 1966 


$ 724,695,000 


278,842,000 
22,651,000 
256, 191,000 


115,491,000 


6,633 ,000 
108 , 858 ,000 


96 , 723 ,000 
20,560,000 


125,000 
6,387 ,000 
6,418 ,000 
8,540,000 


5,004,000 
25,504,000 


1,259 ,005 ,000 


4,208,000 


$ 1,263,213,000 
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The following is a listing of Canada’s subscriptions to capital of, and working 
capital advances and loans to, international organizations at March 31, 1968, in com- 
parison with the amounts at the close of the two previous years: 


March 31, 1968 March 31, 1967 March 31, 1966 


—— 


Subscriptions to capital— 


+++++++..8 782,655,000 $ 782,655,000 $ 577,250,000 


International Development Association...... 85,749,000 70,722,000 55,695,000 
International Bank for Reconstruction and 
Mog a 85,024,000 85,024,000 80, 483 ,000 
Asian Development Bank................__ 5,405,000 2,703 ,000 — 
International Finance Corporation.......... 3,522,000 3,522,000 3,522,000 
962,355,000 944, 626,000 716,950,000 
| Working capital advances and fe 7,291,000 7,562,000 7,745,000 


$ 969,646,000 $ 952,188,000 


$ 724,695,000 


} 


During the year Canada increased its subscription to the capital of the International] 
Development Association by $15,027,000 and also subscribed $2,702,000 for the purchase 
of an additional 250 shares in the Asian Development Bank as authorized by Vote L23b, 
Appropriation Act No. 9, 1966, 1966-67, 0.56. 

| The increase of $71,541,000 in the Veterans’ Land Act Fund was mainly due to 
additional advances of $94,630,000 for the purchase of property, less repayments of 
$27,098,000. Vote L115, Appropriation Act No. 7, 1967, 1967-68, c.8, increased the 
amount that may be charged to this Fund by $150 million to $530 million. 

The Municipal Development and Loan Board advances were made pursuant to the 
Municipal Development and Loan Act, 1963, c.13, to provide financial assistance to aug- 
nent or accelerate municipal capital works programs. The Act provided for the forgive- 
less of 25% of the principal amount of a loan where the municipal project in respect of 
vhich the loan was extended was completed to the satisfaction of the Municipal Develop- 
nent and Loan Board on or before September 30, 1966, and 25% of the cost of the work 
verformed to that date where the project was not completed until a later date. The 
eserve of $922,000 represents the provision for forgiveness with respect to advances on 
neompleted projects at March 31, 1968. 

The loans to provincial governments at March 31, 1968, with the comparable bal- 
nees at the end of the two previous years, were: 


March 31, 1968 March 31,1967 March 31, 1966 


mrrrmmmioks..g2cteoedl coe. ice) sous. $ 45,172,000 $ 31,782,000 


$ 29,048,000 
ne oe 38,394,000 22,394,000 7,043,000 
PL e er Ae FO Ps 30,389, 000 17,725,000 3,525,000 
enebbaee rarer: Pret rece cicn wos. es. 29,199,000 26,386,000 29,995,000 
aS Catlin eal ce ee 18,912,000 — ~~ 
ee a. Nm aes a 10,801,000 9,461,000 10,002,000 
eee nS a. 9,431,000 10,343 ,000 11,239,000 
Ee ee 4,970,000 5,424,000 5,871,000 
Prince Edward Island......................... 480,000 _— _- 


$ 187,748,000 $ 123,515,000 $ 96,723,000 
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Included in the above figures at March 31, 1968 are $38,082,000 of overpayments 
to the provinces in respect of the fiscal years 1962-63 to 1966-67 resulting from final 
adjustments of amounts due to the provinces under the Federal-Provincial Fiscal 
Arrangements Act, 1960-61, ¢.65, on the basis of the 1966 census. 

The amount of $10,210,000 for ‘“Manufacturers—defence plant modernization” rep- 
resents advances made under the authority of Vote L6o, Appropriation Act No. 7, 1967, 
1967-68, c.8, a8 the loan portion of assistance to defence manufacturers for plant mod- 
ernization. Interest-free loans equivalent to 50% of the cost of new equipment are made 


for terms of five years. Prior to establishment of the account, such loans were made from | 
the Defence Production Revolving Fund, of which $8,522,000 was outstanding at March 


31, 1968. 


223. Securities held in trust. The amount of $59,535,000 at March 31, 1968 represents 
securities held for the following accounts: guarantee deposits in respect of oil and gas 
permits, $40,811,000; guarantee deposits in respect of customs duties and excise taxes, 
$5,471,000; deposits in respect of tax on recaptured depreciation of commercial and fish- 


| 
, 


| 


ing vessels, $3,625,000; pilots’ pension funds, $3,662,000; contractors’ securities, $2,954,-— 


000; and other, $3,012,000. 


224. Deferred charges. The balances included under this heading at March 31, 1968, 


with the comparable balances at the close of the two previous years, were: 


March 81, 1968 March 31, 1967 March 31, 1966 


Unamortized portion of actuarial deficiencies— 
Canadian Forces Superannuation Account....§$ 187,617,000 $ 260,223,000 $ 53,601,000 


Public Service Superannuation Account...... 150,320,000 189 , 453 ,000 93 , 621,000 

Royal Canadian Mounted Police Superannua- 
dion Aecount?. .oh702. See ee eie eae eo 15,816,000 10,957 ,000 3,115,000 
303, (00,000 460 , 633 , 000 150,337,000 


Unamortized loan flotation costs.............. 138 , 202 ,000 121,213,000 106 , 218,000 


$ 491,955,000 $ 581,846,000 $ 256,555,000 


The item “Unamortized portion of actuarial deficiencies”, $353,753,000 at March 31, 


} 
} 


1968, decreased by $106.9 million from the previous year because credits of $138.5 


million for amortization of deficiencies exceeded charges of $31.6 million of which $24.1 


million resulted from salary revisions and $7.5 million represented the provision required 


for an actuarial deficiency in the Royal Canadian Mounted Police Superannuation 
Account at December 31, 1964. The relative statutes provide that the amounts of special 
credits to the Superannuation Accounts (set up as “Deferred charges—Unamortized. 
portion of actuarial deficiencies”) shall be charged to the Consolidated Revenue Fund. 
in five equal annual instalments. | 
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The item “Unamortized loan flotation costs” 
discounts and commissions paid on the flotation of ] 
the transactions for the year: 


records the unamortized portion of 
oans. The following is a summary of 


ee $ 121,213,000 
. Add: 

| Discount and commissions on new loans 
Discount and commissions on additional 


ReCt aa See vs ree Gee CSD HUE ER Lee tee 62,948,000 
issues of existing loans................. 884,000 
| 185 ,045 , 000 
Deduct: 
) Amortization charges included in 9G 7 GS oxpenditUre. ass ceisisissoseture ca, 46 ,843 ,000 
| Balance at March 31, 1968 


pp Pay Lik ASE SEL ev As 9 es b> KEYSER Ce RR $ 138,202,000 


| 225. Inactive loans and investments. The $94,824,000 
has been unchanged for many years, comprised the followin 


shown for this item, which 
g balances: 


Loan to China in 1946 under the Export Credits Insurance Act...................... $ 49,426,000 
| Loans to Roumania in 1919 for the purchase of goods produced in Canada.........__. 24,329,000 
| Balance arising out of implementation of guarantee, given under the Export Credits In- 
| surance Act, of loans by chartered banks to Ming Sung Industrial Company Limited 

(carrying prior guarantee by the Government of China) 


Skea Pa ck hee eee 14,470,000 

Loans to Greece in 1919 for the purchase of goods produced in Canada............__. 6,525,000 
Loan to Province of Saskatchewan in 1908 for the purchase of seed grain (last payment 

Petes hea rM tate Riri owed. ae) 74,000 


FS 


$ 94,824,000 


| Tnabilities 


226. The following table shows the liabilities at March 31, 1968, by main headings 


n the Statement of Assets and Liabilities, and the corresponding balances at the close 
ft the two previous years: 


| March 31, 1968 March 31, 1967 March 31, 1966 

| Current and demand liabilities....... $ 2,310,627,000 $ 1,672,102,000 $ 1,399,628,000 

| Deposit and trust accounts.......... 440,885,000 347,314,000 310,729,000 
Annuity, insurance and pension ac- 

| oS ea ee 9,052,968, 000 7,915,922,000 6,392 ,970,000 

| Undisbursed balances of appropria- 

' tions to special accounts........... 124,819,000 101,518,000 111,652,000 

. Refundable corporation tax.......... 235, 269 , 000 196, 157,000 — 

| Provision for estimated premium on 7 

redemption of bonds.............. 26,041,000 19,993 ,000 14,972,000 

. Deferred credits.................... 149,861,000 142,828,000 138,119,000 

| Suspense accounts.................. 3,825,000 4,097,000 5,083 ,000 

i Unmatured debt................... 20,579, 875,000 19,940, 206,000 19, 109,787,000 


$ 32,924,170,000 $ 30,340, 137,000 $ 27,482, 940,000 
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227. Current and demand liabilities. The balances comprising this item in the State- 
ment at March 31, 1968, in comparison with the balances at the close of the two previous 
years, were: 

March 31, 1968 March 31, 1967 March 31, 1966 


Non-interest-bearing notes payable to the 
International Monetary Fund and other 


international organizations........... $ 816,730,000 $ 366,378,000 $ 255,388,000 
Actounte payable, ..5 0.5 .cssend> oe 520,196,000 454,510,000 380 , 309 , 000 
Outstanding treasury cheques........... 427 , 401 ,000 382,625,000 332 , 860,000 
Interest accrued. .2..00).. ovo eee 315,283 ,000 286 , 250 , 000 254, 292 ,000 
Weeherebdne «ess ss oc ad oe eh ee ae 161,569 , 000 1135272, 000 110,931,000 
WA RIP Oe CGD ns sco hn re ee Se ae eee 25,969,000 30,670,000 27,325,000 


CHBOr 25 5 ise cea ee Hee eres 43,479 ,000 40 ,397 ,000 38 ,523 ,000 i 


$ 2,310,627,000 $ 1,672,102,000 $ 1,399,628 ,000 


| 
: 


Non-interest-bearing notes payable to the International Monetary Fund, $791 | 
million, the International Development Association, $23 million, and the Asian Develop- | 
ment Bank, $2.7 million, are those portions of Canada’s quotas of the capital of these | 
international agencies which are not covered by cash or gold. | 

The amounts shown for “Accounts payable” are the totals of charges pertaining to | 
the year for which cheques were issued in April of the following fiscal year. | 


228. Deposit and trust accounts. The following is a listing of the balances included | 
in this item at March 31, 1968 in comparison with the balances at the close of the two 
previous years: | 

March 31, 1968 March 81, 1967 March 31, 1966 


Provincial tax collection agreements........... $ 120,210,000 $ 92,532,000 $ 66,320,000 


CGiarentes O6N0ete a. |. hncos-me oe eee 50,046,000 41,214,000 39, 800,000 
Special deposit held for Canadian Commercial 
COrporanion oats x<laele < dleac eee eee ae eee 38,176,000 ass az 
Dnttindy GHOSE TUNE sen acters ave se tea tenes as eee 34,015,000 33,721,000 32,051,000 
Canadian Dairy Commission.................. 25,241,000 15,000 — 
Deposits by Crown corporations.............. 23 , 726,000 29,415,000 30,416,000 
Post Office Savines Bank: 2... )ceetee 18,596,000 20,756,000 22,024,000 
National Harbours Board... «cco. eees cls os 16,771,000 17,225,000 21,627,000 
Canadian Pension Commission (Administration 
trust Tung ) is Giesce ns x tee aes Ge 16,545,000 16,015,000 15,160,000 
Instalment purchase of bonds by public service 
prmployebes. «so ee 16,168,000 16,336,000 13,568,000 | 
Contractors’ holdbacke.c. 1). i562 ee, 14,896,000 14,888,000 10,361,000 
Prairie Farm Emergency Fund................ 13,001,000 10,852,000 3,295,000 
Veterans’ Land Act trust account............. 8,936,000 7,464,000 7,041,000 
Army Benevolen: Fundiiit 4 ee 5,033 ,000 5,241,000 5,385,000 
Royal Canadian Mint—prepayments......... 4,527,000 4,038,000 537 ,000 | 
Contractors’ security deposits...............0 4,240,000 3,945,000 5, 254,000 ; 
Veterans care trust fundi:3 fost 20.50... 25.8 4,142,000 3,359,000 2,974,000 { 
Deposits respecting capital cost allowances on | 
commercial and fishing vessels.............. 4,003,000 4,264,000 6,982,000 | 
Otbert.) oaks. 0. a ee eee 22,613,000 26,034,000 27 , 934,000 
ts | 


$ 440,885,000 $ 347,314,000 $ 310,729,000 
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| The Federal Government collects provincial income taxes from persons on behalf 
‘of all provinces except Quebec and from corporations on behalf of al] provinces except 
Ontario and Quebec. At March 31, 1968 collections had exceeded remittances by 
-$120,210,000. 

| During the year the Government of the Netherlands deposited to the credit of the 
Canadian Commercial Corporation $38,176,000 as partial payment for the procurement 
of aircraft. 


Section 15 of the Canadian Dairy Commission Act, 1966-67, c.34, established the 
Canadian Dairy Commission Account in the Consolidated Revenue Fund in which are 
recorded all receipts and payments of the Commission except those relating to admin- 
istration. The balance of $25,241,000 at March 31, 1968 includes $24,948,000 representing 
payment to the Commission by the Agricultural Stabilization Board to cover milk 
price stabilization payments estimated payable for deliveries made in F ebruary and 
‘March 1968 and an anticipated loss of $10 million on stocks of dairy products held by 
the Commission at March 31, 1968. 


_ The balance in the Post Office Savings Bank, $18,596,000, is the amount on deposit in 
296,136 depositors’ accounts—a reduction of $2,160,000 and 1,540 accounts during the 
year. Interest is paid on deposits at a rate of 25% per annum. 


| 


| The Canadian Pension Commission (Administration trust fund) account comprises 
(a) pensions administered by the Canadian Pension Commission, (b) contributions 
‘eceived by the Commission to assist pensioners or their dependants, and (c) detention 


wlowances for Canadian seamen. The increase during 1967-68 reflects receipts of 
$4,759,000 and disbursements of $4,229,000. 

The Prairie Farm Assistance Act, R.S., c.213, imposes a levy of 1% on the price of 
rain purchased by licensees under the Canada Grain Act, R.S., ¢.25, and the moneys 
‘ollected are credited to the Prairie Farm Kmergency Fund. Awards are made to eligible 
armers in areas affected by crop failures in the provinces of Manitoba, Saskatchewan 
md Alberta and the Peace River District of British Columbia. During 1967-68 credits 
o the Fund totalled $10,990,000 while awards totalled $38,841,000, resulting in a surplus 
f $2,149,000 for the year. 


The balance of $4,527,000 in the Royal Canadian Mint prepayments account at 
March 31, 1968 is the recorded balance at that date of the moneys received in payment 
f uncirculated coin sets being held pending the minting of the coins and shipment of the 
3ts. 

The Veterans care trust fund contains assigned pension moneys and other income 
f veterans who are receiving domiciliary care and treatment. Disbursements are made 
a behalf of the individual veterans in accordance with regulations approved by the 
Overnor in Council. 

Deposits respecting capital cost allowances on commercial and fishing vessels were 
Iministered in previous years by the Canadian Maritime Commission under the author- 
y of the Canadian Vessel Construction Assistance Act, R.S., c.43. In March 1967 this 
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Act was repealed by “An Act to amend the Income Tax Act and to repeal the Canadian 
Vessel Construction Assistance Act”, 1966-67, c.91, which includes provisions similar 
to those of the repealed Act whereby an owner of a vessel may, at the time of its disposal, 
deposit with the Department of Industry an amount at least equal to the tax that would 
otherwise be payable in respect of the proceeds of disposition. Such deposit, including 
one made under the terms of the repealed legislation, may be returned to an owner 
who, before 1974, acquires a vessel that was constructed in Canada or incurs conversion 
costs in Canada with respect to a vessel, under conditions satisfactory to the Minister 
of Industry. During the year $6,153,000 was deposited to this account and $6,414,000 
was returned to owners. 
The $22,613,000 shown for “Other” balances at March 31, 1968 represents the 
total of 85 balances including: Common school funds, $2,678,000; Permanent services | 
deferred pay, $2,602,000; Emergency gold mining assistance holdbacks, $2,281,000; 
National Research Council of Canada special fund, $2,078,000; and the Immigration 
guarantee fund, $1,617,000. ; | 


229. Annuity, insurance and pension accounts. The balances making up this item | 
at March 31, 1968, in comparison with the corresponding balances at the close of the | 
two previous years, are given in the following table: 


March 31, 1968 March 81, 1967 March 31, 1966 
Superannuation accounts— 
UDO BOLVICC sc a's¢ca es ees eee cee $ 2,875,823 ,000 $ 2,689, 468,000 $ 2,390,383 ,000 
Cannot! OFCGS 5. 6 aus ton sede oo 2,723 , 268,000 2,577 ,017,000 2,184,210,000 : 
Royal Canadian Mounted Police...... 104,724,000 85,081,000 65,411,000 
5,703,815 ,000 5,851, 566,000 4,640,004 ,000 
Canada Pension Plan Account......... 1,352 ,754,000 680 , 881,000 89 , 406 , 000 
Government Annuities Account......... 1,326,098,000 1,324,519,000 1,317,080,000 
Old: Age Seeunity Funds, ..49407s aden 536,089,000 429 ,592 ,000 216,983 ,000 


Other: ey i, ee 134,212,000 129,364,000 129,497,000 
$ 9,052,968,000  $7,915,922,000  $ 6,392,970,000 
The transactions during the year ended March 31, 1968 in the superannuation — 


accounts are summarized as follows: 


Public Service 


Balanoe at April) OGG as cisiers Messin « eee ae ee ee ee $ 2,689,468 ,000 
Add: 
Actuarial adjustment re pay increases—contra—‘“‘deferred 
charges”. S0rOUD bests jn a xd vdig sade o snes tone ee ea $ 21,500,000 
Tn terest es hss stem sc oh cd tad RS RR One ee 110,898,000 
Contributions by participant@stos co bas 6 ws ieee Secs 72,064,000 
Contributions by the Government.................eeeeee- 64,593 , 000 


Other ofedite:...0. 0400 ooo eee ee ee ee 1,414,000 
ea SRE 270, 469 , 000 


2,959 , 937 ,000 


wae 
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Deduct: 
| NINE Lae hae wi paie s ear igen scan ee ons coef 68,167,000 
. Withdrawals of contributions.......................... 10,855,000 
MMR treo ens ss inc eay ess Otek, 44, YM ok 5,092,000 
84,114,000 
q . 
SeenOee OS BIRT SL IDOB ver neverde ese csceceun....... $ 2,875,823 ,000 
| 
) 
Canadian Forces 
. IE a $ 2,577,017,000 
| Add: 
| Per he ee tee ess is byn aunnievnvse occ s s,s... $ 105,247,000 
. Contributions by the Government......................_. 58,405,000 
Contributions by PORTA 21MM. dene eet bo ec dig » 983,048,000 
ooh! Es i ae ns A err 1,404,000 
198,104,000 
| 2,775,121,000 
| Deduct: 
| Iie oocyst cl 45,882,000 
Gratuities and withdrawal allowances..................... 5,863,000 
eee Fe coe che fs on vias dc ob dan esceasece,’,. 108,000 
—_—_————_— 51,853,000 
| Balance at March SE a a $ 2,723 ,268,000 
= 
| 
| 
oyal Canadian Mounted Police 
SSG tO a $ 85,081,000 
Add: 
Actuarial adjustments—contra—‘“deferred charges’’ account, re: 
SE a ee eT et ee $ 2,600,000 
| deficit at December cL ltt 2 Sie ile Cade in ne eee 7,547,000 
Contributions by the Government.......................... 4,201,000 
UN Ry ed) ne eee a, ee 3,535,000 
Contributions by participants..................0..0-0500008., 2,701,000 
Contributions by Newfoundland............................. 17,000 
are aa al lk a 32,000 
——_—_____ 20,633 ,000 
| 105,714,000 
Deduct: 
Annuities and allowances payments...........-.........050 778,000 
et ee 203 ,000 
hg Ss en ie et 9,000 | 
oes 990 ,000 


falance at March 31, 1968........0..:.-ccsesessecceecccnsccence $ 104,724,000 
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The following is a summary of the transactions in the Canada Pension Plan Account 
for the years ended March 31, 1968 and March 31, 1967 and for the period from January 


1, 1966 (the date of inception) to March 


Balance at beginning of year..........--0--- 


Add: 


Contributions from employers and employees 


THtePesbe oa bono a tete ee elt dno ee oe ore 
Other mcomen.; 22 deo at wa ae ee eee 


Deduct: 


Administrative expenseS...........e.eeeeee 
Benefit payMents.........0csescesescesees 


Balance at. end Of Veal .2.. 5. ccc rec wesw es 


$ 1,352,754,000 


31, 1966: 


Year ended March 31 


1968 1967 
$ 680,881,000 $ 89,406,000 
640 , 244,000 587 , 202,000 
43 ,578 ,000 12,084,000 
835 , 000 617,000 
684,657 ,000 599 , 903 ,000 
1,365,538 ,000 689 , 309 , 000 
11,516,000 8,377,000 
1,268,000 51,000 
12,784,000 8, 428 ,000 


$ 680,881,000 


January 1 
to 
March 31, 1966 


94,880,000 
37,000 


94,917,000 


94,917,000 


5,511,000 


5,611,000 


$ 89,406,000 


| 
\ 


The following is a summary of the transactions in the Government Annuities 


Account during the past three years: 


Year ended March 31 


1968 1967 
Balance at beginning of year............ $ 1,324,519,000 $ 1,317,080,000 
Add: 
Teterdat.. 59025. 0s eects ete 50,954,000 50,602,000 
Premisumisy boce i sc ewer des ek 5 aes 18,587 ,000 21,944,000 
Sundry adjustments. . sis, sachk« eres 25,000 39,000 
69,666,000 72,686,000 
1,394,085 ,000 1,389, 665,000 
Deduct: 


Vested annuity and commuted value 
payments and refunds.............. 


Transfer to revenue of the excess over 
actuarial value of outstanding con- 


Balance at erid of year... ..........<0+% $ 1,326,098,000 


66,800,000 65,018,000 
1,187,000 128 ,000 
67 , 987 ,000 65 , 146,000 


$ 1,324,519,000 


1966 


$ 1,303,137,000 


50,048,000 
27 ,619 ,000 

6,000 
77,673,000 


1,380,810, 000 


62 , 228,000 


1,502,000 
63,730,000 


$ 1,317,080,000 
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The following is a Summary of the transactions in th 


the past three years: 
) 


| Collections of tax— 


| Payments of pensions under the Old Age 
) 


eee Bae kn ee SNe Sm 6 sh-6.6 eo nha 6 


oS ee Ss ATelah © Se) @ OS oe ale 


Sy SS POR eS ie 8 Oe oe OS et 


e Old Age Security Fund during 


Year ended March 31 


1968 
$ 544,516,000 
800, 100,000 
150,000,000 


1,494,616,000 


1967 
$ 559,515,000 
576 , 600,000 
149,500,000 


1,285,615,000 


1966 


_—_—_—— 


$ 522,086,000 
494,900,000 


152,250,000 


1,169, 236,000 


OE I Fiat cuin -Livlotetasian, ack 1,388,119,000 1,073,006, 000 927,299 ,000 

| Surplus forthe year....................... 106, 497,000 212,609,000 241,937,000 
| Preceding year’s balance brought forward... 429 , 592,000 216,983,000 (24,954,000) 

Surplus at March 31...................... $ 536,089,000 $ 429,592,000 $ 216, 983,000 


| 
| The following is a listing of the major items included in “Other” at March 31, 1968 


1 comparison with the balances at the close of the two previous years: 


| March 31, 1968 March 31,1967 March 31, 1966 

Veterans Insurance Fund..................... $ 31,616,000 $ 30,961,000 $ 30,123,000 

Civil Service Insurance Fund................. 24,061,000 24,152,000 24, 218,000 

| Canadian Regular Forces Death Benefit Account 18,844,000 17,901,000 16,717,000 

Unemployment Insurance Fund............... 16,397,000 13,844,000 13,571,000 
Public Service Death Benefit Account.......... 14,389,000 12,774,000 11,197,000 
Returned Soldiers’ Insurance Fund............ 10,787,000 11,413,000 12,115,000 
Royal Canadian Mounted Police Dependants’ 

POON AST rel pean e 8,093 ,000 7,901,000 7,663,000 
Bove Pontion Funds”. .:.,.....-2.. wc...... 3,751,000 3,395,000 5,214,000 
Members of Parliament Retiring Allowances 

MeOUD eee us, ae) Cte). 2,559,000 2,329,000 2,075,000 
Crop Reinsurance Fund...................... 1,911,000 880 , 000 249 ,000 
NY ee Fico enc ccs oe eeu cce c 1,804,000 3,814,000 6,355,000 


$ 134,212,000 $ 129,364,000 $ 129,497,000 


The transactions during the year ended March 31, 1968 in the Members of Parlia- 
mt Retiring Allowances Account are summarized as follows: 


OS TEER San oer gira ie Oo ee $ 2,329,000 
Add: 
Contributions by participants.............. 000.0 ccccececccuccees $ 236,000 
Contributions by the Government.....................------2 22. me Sp 
I UES at P Tia ey bay tera. ol raw la. ; 
en 539,000 
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Deduct: 
Annual allowances.............+. re ge $ 294,000 
Withdrawal allowance@:c7.7. 02> .2 0s oss 6 es ee ee es ee 15,000 
et 309 , 000 
Balance.at March 31, 1968 s.s0005.% 56 664-06 5 Ries sels eee Geen $ 2,559,000 


The Crop Reinsurance Fund account was established by an amendment (1964-66 
c.28) to the Crop Insurance Act, 1959, c.42. Moneys paid by four provinces for the pur 
pose of reinsurance under reinsurance agreements amounting to $1,031,000 were creditec 
to the Fund during 1967-68. No claims were paid during the year. 


230. Undisbursed balances of appropriations to special accounts. The following is 
listing of the balances included in this item at March 31, 1968 in comparison with q 
balances at the close of the two previous years: 


March 31, 1968 March 31, 1967 March 31, 1966 


| 
| 


International Assistance Account..............$ 64,846,000 $ 61,485,000 $ 78,680,000 | 
Surplus Crown Assets Account—Department of | 

National Detence\'.0s iif) sas . els el ae dete dle 24,303 ,000 9,073 ,000 | 
Area Development Account................... 11,000,000 _ — | 
Railway Grade Crossing Fund................ 9,509,000 10,279,000 11,005,000 | 
Centennial of Confederation Fund............. 7,253 ,000 4,714,000 10,555,000 | 
Other nails. s Ae eess OR, os Coe 1,158,000 737 ,000 2,339,000 | 


$ 124,819,000 $ 101,518,000 $ 111,652,000 


The International Assistance Account was established under authority of Depart 
ment of External Affairs Vote 33d, Appropriation Act No. 2, 1965, 1964-65, c.60. Th 
Account provides for economic, technical and educational assistance to developing coun 
tries and for certain special administrative expenses in connection therewith. Unde 
ae of Department of External Affairs Vote 35, Appropriation Act No. 7, 1967 

1967-68, c.8, the Account was credited with $50,000,000 during 1967-68. Expenditur 
que the year totalled $46,639,000. | 

The balance in the Surplus Crown Assets Account increased by $6,750,000 durin; 
the year, made up of $8,846,000 in receipts from sales of surplus materials, supplies 
equipment, buildings, works and land of the Department of National Defence, whic) 
were credited to the Account under authority of annual appropriation Acts, offset b: 
expenditures of $2,096,000 charged to the Account during the year. 

The Area Development Account was established by the Area Development Incen 
tives Act, 1965, c.12, which together with Department of Industry Vote 15e, Appropria 
tion Act No. 4, 1966, 1966-67, c.6, provides that $50,000,000 may be credited thereto fror 
time to time as required and “such other amounts as may be appropriated by Parlia 
roent for the purposes of this Act”. The balance of $11,000,000 in the Account at Mare) 

31, 1968 was provided by Department of Industry Vote 25c, Appropriation Act No. 1 
1968, 1967-68, c.84. 


; 
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Amounts of $5,000,000 provided under section 265 of the Railway Act, RS., c.234, 
and $10,000,000 provided under Department of Transport Vote 57, Appropriation Act 
No. 5, 1967, 1967-68, c.2, were credited to the Railway Grade Crossing Fund during 
1967-68. Expenditure totalling $15,770,000 was incurred in aiding in the cost of installing 


protective devices at railway crossings, grade separations, and reflective markings on 
the sides of railway cars. ) 


| An amount of $13,235,000 provided by Department of the Secretary of State Votes 
45 and 45a, Appropriation Act No. 7, 1967, 1967-68, c.8, was credited to the Centennial 
of Confederation Fund, while expenditure of $10,696,000 was charged thereto. 


231. Refundable corporation tax. The balance of $235,269,000 represents amounts 
received from corporations and trusts as special refundable income tax computed in 
accordance with an amendment (1966-67, c.47) to the Income Tax Act, R.S., c.1 48, This 
special tax applied to the period May 1, 1966 to October 31, 1967 and is refundable, with 
interest at 5% per annum, from 18 to 36 months after the date of receipt. 


232. Provision for estimated premium on redemption of bonds. The following is an 
analysis of this item at the close of the 1967-68 fiscal year and the two previous years: 
| March31,1968  March31,1967  March31, 1966 


Canada Savings Bonds— 


pores 44 maturing in 1968,. 07... oo $ 19,639,000 $ 17,306,000 $ 14,972,000 
Centennial Series mamirine im 1070... .0.... 6s os 5,366,000 2, 687 ,000 — 
Series 22 maturing in 1980..................... 1,036,000 — — 


$ 26,041,000 $ 19,993,000 $ 14,972,000 


| 


| Provision for the premiums payable at maturity on Canada Savings Bonds maturing 
Vovember 1, 1968 increased by $2,333,000 during the year and additional amounts will 


; 


e provided so that the provision at maturity date will be $21 million. A further pro- 


ision of $3,715,000 was made during the year with respect to the special compound 
aterest payable on the Centennial Series and Series 22 of Canada Savings Bonds. 


233. Deferred credits. The following is an analysis of this item at the close of the 


6 -68 fiscal year and the two previous years: 


| March 31, 1968 March 31, 1967 March 31, 1966 


Deferred interest on loans made under The 
| United Kingdom Financial Agreement Act, 


| Ee a $ 82,985,000 $ 82,985,000 $ 82,985,000 
| Deferred interest on loans to The St. Lawrence 
OAWALY AMUROFIEV.. 65.3555: ccas cs sdessiaes 54,468,000 47,768,000 45, 145,000 
| Equity in agency account of Crown Assets Dis- 
EIR CMR roy) fo sso ya's u's ves s'e 6 7,257,000 7,298,000 5, 004,000 
AR hh 5,151,000 4,777 ,000 4,985 , 000 


$ 149,861,000 $ 142,828,000 $ 138,119,000 
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The St. Lawrence Seaway Authority paid $10,843,000 on account of interest pre- 
viously deferred, while payment of interest for the year 1967 amounting to $17,543,000 
was in turn deferred. This deferred interest is payable by the Authority over a 41-year 
period along with repayments of principal. 


234. Suspense accounts. The largest suspense item 1s “Unclaimed cheques account” 
which totalled $1.2 million at March 31, 1968. 


235. Unmatured debt. A summary of the unmatured debt outstanding at March 31, 
1968, in comparison with balances outstanding at the close of the previous two years, 


is as follows: 


March 31, 1968 March 31, 1967 March 31, 1966 
Bonds— ’ 
Payable in- Canada... ..- 22 4<.0 ae: $ 17,939,521,000 $ 17,264,612,000 $ 16,588,787 ,000 
Payable in New York............. 160,354,000 365 , 594,000 371,000,000 ; 
18,099,876 ,000 17,630, 206 ,000 16 ,959 , 787 ,000 | 
"Dredsury Dusen ecieus wine Atak «es 2,480,000 , 000 2,310,000, 000 2,150,000, 000 | 


$ 20,579,875,000 * $ 19,940,206,000 $ 19,109,787 ,000 

The increase of $674,909,000 in the bonds payable in Canada is the amount by 
which new borrowings of $3,764,550,000 exceeded redemptions of $3,089,641 ,000. Canada 
Savings Bonds accounted for $1,403,735,000 of the new borrowings and $1,323,641,000 of 
the redemptions. 


Issues payable in New York were valued at the official parity rate of $1 US = 
$1.08108 Canadian. : 

It has always been the practice to include treasury bills and bonds maturing within, 
the ensuing fiscal year in the amount for “Unmatured debt” along with issues maturing 
at later dates. In addition to treasury bills of $2,480,000,000 shown in the above tabi 
the following issues, all payable in Canada, fall due in 1968-69: 


Loan of 1967-68 due April 1;°1968-~. ca 0 ot ees es Se $ 175,000,000 
Loan of 1950-68 due June'l5, 1968.4) oes cote oth ae a ee 308,581,000 
Loan of 1967-68 due June.15, 1968.i0:.05 o Kien pps dale a ee ee 160 ,000 ,000 
Loan of 1963 /64-68 due Oct.'1)1968.45.5.: vs ee ee eee ke eee ee 441,000,000 | 
Loan of 1967-68 due Oct..1,:1068:... cease AB aes Hs Oe, ee ee 20,000 , 000 
Canada Savings Bonds due Nov. 1, 1968...¢<s¥<. «sss sale tet eee eee 710,305,000 
Loan of 1967-68 due Dec, 15,1968. 5. ..aeotee ees cut tdn dO ee 125,000,000 


$ 1,939,886, 000 
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Net Debt 


236. With the Liabilities amounting to 
_ Assets to $16,164,445,000 (paragraph 213), 
— $16,759,725,000. The following is an analysis 


Balance at April 1, 1967 


| 
. 


Steak ae Pet So mee Se wee SaaS aa he ee atate 


Deficit for the year— 


Expenditure 
Revenue 


eed 5 ee Ian 6 MP aTs |e ENT at Cees Gd aie o oieky & 


area y Cee eet ee) BR Pasas Pinks, Ale hobs ws ni £ 6 ale ist ole ate beceeee Y= 


Be ON BET BO ar ee ar are ae 


$ 9,871,364,000 
9,076, 589,000 


. 


Contingent Liabilities 


237. A note on the Statement of Assets and 


Public Accounts (Volume I) where details are to be 


$ 15,964, 950,000 


794,775,000 


$ 16,759,725 ,000 
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$32,924,170,000 (paragraph 226) and the 
the Net Debt at March 31, 1968 was 
of the Net Debt Account for the year: 


Liabilities gives the totals of the 
several classes of contingent liabilities at the year-end and refers to page 7.88 of the 


found. 


The following is a summary of the contingent liabilities with determinate amounts 
outstanding at March 31, 1968 in comparison with the corresponding amounts at the 


close of the two previous years: 


March 31, 1968 


Insured loans made by approved lenders 
) under the National Housing Act, 1954. $6,311,000,000 
Railway securities guaranteed as to prin- 
IB. BOG MNGOPGSL.................... 
Deposits maintained by the chartered 


1,197,181 ,000 


banks in the Bank of Canada......... 935,782,000 
Guarantees under Export Credits Insur- 
ee BOR PAIE No s.cscsc,cs.,....., 369 , 387,000 
Loans made by chartered banks under 
ParanpsAnwer. he oi itt oe jr ct 296,689,000 
Notes issued by the Canadian Corpora- 
tion for the 1967 World Exhibition... . 228 , 250,000 
Loans made by chartered banks to the 
Canadian Wheat Board.............. 141,414,000 
Home improvement loans under the Na- 
tional Housing Act, 1954............. 20,209 ,000 


$ 9,499, 912,000 


March 31, 1967 


$ 5,789,000,000 
1,275,948, 000 
1,148,002, 000 
458,096,000 
233,696,000 
175,000,000 
329,018,000 


18,693,000 


$ 9,427,453, 000 


March 31, 1966 


$ 5,321,621,000 
1,331,548,000 
1,031,322 ,000 
508, 213,000 
166, 653 ,000 
44,000,000 

232 ,037 ,000 


17,341,000 


$ 8,652,735,000 


_ Among the contingent liabilities of indeterminate amount is that in respect of loans 
nade by approved lending institutions under National Housing Acts prior to 1954. 
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Comments on Assets and Liabilities 


438. Section 64 of the Financial Administration Act requires that there be included 
in the Public Accounts “a statement, certified by the Auditor General, of such of the 
assets and liabilities of Canada as in the opinion of the Minister [of Finance] are 
required to show the financial position of Canada as at the termination of the fiscal 


year’. 


239. The Statement of Assets and Liabilities as at March 31, 1968 was prepared by 
the Department of Finance on the same basis as in previous years, the following explana- 
tion concerning this basis being included in the introduction to the Public Accounts: 


With certain exceptions, taxes and revenues receivable, revenue and other asset accruals 
and inventories of materials, supplies and equipment are not recorded as assets (except 
when these are held as charges against working capital accounts) nor are public works and 
buildings or other fixed or capital assets. Following the principle that only realizable or 
interest- or revenue-producing assets should be offset against the gross liabilities, costs of 
capital works are charged to expenditures at the time of acquisition or construction. Con- 
sequently, government buildings, public works, national monuments, military assets (such 
as aircraft, naval vessels, and army equipment) and other capital works and equipment are 
recorded on the statement of assets and liabilities at a nominal value of $1 as the value 
is not considered as a proper offset to the gross liabilities in determining the net debt of 
Canada. | 


On the liabilities side, accrued liabilities (except for interest accrued on the public 
debt) are not taken into account in determining the obligations of the government. How-, 
ever, under section 35 of the Financial Administration Act, liabilities under contracts and 
other accounts payable at March 31 if paid on or before April 30 may be charged to the 
accounts for the year. These are recorded as accounts payable in the “Current and demand 
liabilities” schedule to the statement of assets and liabilities. | 
This explanation reflects a policy established by the Minister of Finance in 1920, 

that assets to be included in the Statement of Assets and Liabilities should be confined 
to those which are readily convertible or which are revenue-producing. The Minister had 
immediately implemented this policy by removing from the Statement of Assets and 
Liabilities a substantial amount in loans, etc., which could not meet this test. 


This policy has been followed by successive Ministers of Finance ever since but 4 
major exception was introduced in 1957-58 when funds required by the National Capital 
Commission for the purchase of lands in the Greenbelt were recorded as loans to the 
Commission instead of budgetary expenditure as had formerly been the case. They were 
given the appearance of being revenue-producing by asking Parliament to appropriate 
money to the National Capital Commission with which to pay interest on the loans. | 
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Brief details of exceptions to established policy are as follows: 
Loans to, and investments in, Crown corporations 


CANADIAN BROADCASTING CORPORATION. Funds required by the Canadian Broadcasting 
Corporation for capital expenditure since April 1, 1964 have been provided in the form 
of loans. Loans outstanding at March 31, 1968 amounted to $74,125,000. Each loan is 
repayable by the Corporation in equal annual instalments over 20 years at interest rates 
varying from 54% to 61% per annum. 

CANADIAN CORPORATION FOR THE 1967 Wor.tp Exurprtion. The grants made to the Canadian 
Corporation for the 1967 World Exhibition by Canada, the Province of Quebec and the 
City of Montreal totalling $40 million were fully used by August 15, 1965 and since that 
time the Corporation’s deficit has been financed by Canada through the purchase of 
securities issued by the Corporation and guaranteed by Canada and the Province and by 
means of bank loans similarly guaranteed, as authorized by section 12 of the Canadian 
Corporation for the 1967 World Exhibition Act, 1962-63, c.12. The Corporation’s indebted- 
ness to Canada at March 31, 1968 amounted to $205,000,000. These loans are repayable 
in three equal annual instalments on the 30th day of June in each of the years 1968, 1969 
and 1970 and bear interest varying from 43% to 5§%. The Corporation was unable to 
meet the payment of $68,333,333 due on June 30, 1968 and, as a consequence of this, a 
further principal amount of $80,566,667 was called in advance of the due date by the 
Minister of Finance with the concurrence of the Minister of Finance of Quebec. As the 
loans were guaranteed jointly by Canada and the Province of Quebec, the Province, pursuant 
to its guarantee, has delivered to Canada notes of the Province in the amount of $74,450,000 
payable in 48 monthly instalments with interest at 5.46%. 

The Corporation was also unable to repay its bank loans of $35 million which became 
due on June 30, 1968 and Canada and the Province of Quebec were each required to 
provide an additional $17.5 million under their joint guarantee. The amount provided by 
Canada is now recorded as an additional amount receivable from the Corporation. 


Nationa Capitan Commission. The funds required by the National Capital Commission 
for the purchase of Greenbelt lands and certain other lands have, since 1957-58, been 
provided in the form of loans from Canada. These loans, which amounted to $75,116,000 
at March 31, 1968 and which bear interest at rates varying from 4% to 6%%, are repayable 
only if and when the properties are sold or put into use by the Government for other 
than Greenbelt purposes. 


NortHern Canapa Power Commission 

(a) An amount of $350,000 required by the Northern Canada Power Commission for the 
purpose of extending the utilidor system at Inuvik, N.W.T., was provided in the form of 
@ loan in 1964. This loan bears no interest and the intention is that on completion of the 
extension to the utilidor system, the cost is to be covered by a parliamentary appropriation. 
The extension was completed in 1966 but the final cost of $378,500 was not billed to the 
Department of Indian Affairs and Northern Development until December 28, 1967. Further- 
more, settlement has not yet been made. 
(b) An amount of $300,000 required by the Commission for the purpose of reconstructing 
the water supply system at Dawson, Y.T., was provided in the form of a loan from Canada 
in January 1967. The loan bears no interest and on completion of the work is to be repaid 
from funds appropriated by Parliament as a grant to the Government of the Yukon 
Territory. . 
(c) An amount of $600,000 required by the Commission for the purpose of further extending 
the utilidor system at Inuvik, N.W.T., was provided in the form of a loan in 1968. This 
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loan bears no interest and the intention is that on completion the cost is to be covered by 
a parliamentary appropriation. 
Other loans and investments 

GoverNMENT or THE NorTHwest Territories. Of the loans to the Government of the 
Northwest Territories, amounting to $12,781,000 at March 31, 1968, an aggregate oj} 
$10,754,000 represents loans made in the years 1959 to 1968 for capital expenditure purposes 
The loans are repayable over periods of from five to 20 years and bear interest at rates 
of from 44% to 63%. By agreement, Canada pays an annual amortization subsidy 
equivalent to the principal and interest due each year, less all moneys repaid to the 
Territorial Government in the year by local administrative districts in respect of loan: 
made to them by the Territories from moneys borrowed from Canada. 

GoveRNMENT oF THE YuKon Territory. Of the loans to the Government of the Yukor 
Territory amounting to $11,480,000 at March 31, 1968, an aggregate of $9,646,000 represent 
loans made during the years 1958 to 1968 for capital expenditure purposes. The loans ar 
repayable over periods of from five to 30 years and bear interest at rates of from 44% 
62%. By agreement, Canada pays an annual amortization subsidy equivalent to the principa 
and interest due each year, less all moneys repaid to the Territorial Government in thi 
year by local administrative districts in respect of loans made to them by the Territory 
from moneys borrowed from Canada. | 
Town or Oromocto, N.B. Capital assistance required by the Town of Oromocto wa: 
provided in the form of loans from Canada in the years 1997 to 1967. The amount out. 
standing at March 31, 1968 was $3,869,000. The loans are repayable over a period 0 
20 years with interest at rates varying from 5% to 5g%. As the Town does not have th. 
resources to pay either the principal instalments or the interest on these loans, the soure: 


{ 


of funds for these payments has been the annual operating grants made to the Town by 


the Department of National Defence. 


The Public Accounts Committee, which holds the view that outlays on propert; 
in the Greenbelt are expenditures of the Crown rather than income-producing invest 
ments, has on two occasions requested the Department of Finance to review the existin; 
practice with the National Capital Commission with a view to placing the financin; 
of the Commission on a more realistic basis. (See Appendix 1, item 18.) In its Sevent] 
Report 1966-67 presented to the House on October 26, 1966, the Public Account 
Committee stated that it was disturbed to learn that not only was no review undertaker 
by the Department of Finance in the case of the National Capital Commission, bu 
that the practice was continued and further extended in 1964-65 when the House wa 
asked to approve loans to the Canadian Broadcasting Corporation. The Committe 
reiterated its opinion that “expenditures of this type are not loans or advances whic) 
can or should be regarded as revenue-producing assets but are in fact grants and shoul 
be charged directly to budgetary expenditure in the Public Accounts of Canada” (se 
Appendix 1, item 35). 

With respect to the financing of the Canadian Corporation for the 1967 Worl 
Exhibition, the Committee included the following in its Seventh Report 1966-67 (se 
Appendix 1, item 36): i 

The Committee recommends that amendments to the existing legislation be place 
before Parliament and the Legislature of the Province of Quebec so that the additiont 
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| grants required can be made by the parti 
| City of Montreal. The Committee directs 


; 
: 


| Under the policy outlined at the be 


| ginning of this section, the cost of government 
buildings and other public works unde 


rtaken by government departments is charged 
to expenditure at the time of acquisition or construction because the departments are 


dependent on public revenues for their capital needs. The Crown corporations and other 
bodies referred to previously are also dependent on public revenues for their capital 
needs. The Canadian Corporation for the 1967 World Exhibition is similarly dependent 
on public revenues to cover its deficit, which amounted to $233 million at December 31, 
1967 (see also paragraph 270 of this Report). 


The practice of making loans of this type instead of grants has had the effect of 
understating the Deficit shown in the Public Accounts each year since 1958. To the 
extent that grants are made in later years to provide for repayment of the loans, the 
Deficit will increase or the Surplus decrease in those years. 
| 240. Accounts receivable. Taxes and sundry accounts receivable are not recorded 
as assets in the Statement of Assets and Liabilities. 

Information regarding the accounts receivable of each department at March 31, in 
comparison with the corresponding information at the close of the preceding year, is 
given in the several departmental sections of Volume IT of the Publie Accounts. 

_ Asummary of the accounts receivable totals by departments is included as Appen- 
jix 13 on page 9.27 of Volume I of the Public Accounts. This summary shows a total of 
3337,833,000 receivable at March 31, 1968 of which $17,131,000 is shown as uncollectable. 
The comparable figures for the previous year were $345,480,000 and $21,512,000 
‘espectively. : 

__ The accounts receivable totals reported as at March 31, 1968 were the amounts 
emaining after certain uncollectable debts totalling $22,103,000 had been deleted from 
he accounts under the following authorities: 


| Appropriation Act No. 1, 1968, 1967-68, c. 84— 
) Treasury Board Vote 7-—amounts in excess of ON i a a $ 18,993,000 


Financial Administration Act, R.S., c. 116— 
) section 23—amounts of UUMT AM MEN eae eo cosy ecn ces ciace tel tone 2,099,000 
Bankruptcy Act, R.S., c. 14— 
enna bow-—eeonatred bankrupts: 61/2000... 0... s lab ve cd's cds deciyle Qe 790,000 
Unemployment Insurance Act, 1956, c. 0— 
une eare-arninael Wantriitians ly SL fois ea eds bec ews ead Shee dak WR 145,000 
neem bennita sei. is. os sits bia Wakes vO Rdiwed osl edWeneerews 76,000 


$ 22,103,000 
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A summary of deletions by departments follows: 
Items Total deleted 


Paternal Affaires... 0) ek ole FEF CO ER ys oe wk i chee ee Ome 27 $ 9,000 
Indian Affairs and Northern Development.........-.-:eseeeeee cece eeeees 493 63 ,000 
Manpower and Immigration......... 66. c eee e eee eee teen ee eee eee ence 45 124,000 
National Defence issic dens seeas gore ee See Gs Sei shee ee re 213 112,000 
National Revenue— 

Customs and Excise Division... ........cesececee cess eee censecceces 1,095 1,926,000 

Tavation DIVISION. << s.s.0 os nov ox eeelae Mees Lae = nei vg am tee er ae acorn le ae 19,961 19,572,000 
TRADBDOEE. hi 5 liens cele Sveti a cov oe ba Ries © win Mice hiatarskewerenrmee and fered 1,888 6,000 
Treasury DOE ss wis se ais os le da sn sae = ciep ere ate Sere ie eres Blom ri eee See aes 2 6,000 
Unemployment Insurance Commission.........-+ secre rece eeeeeeeceees 3,459 222,000 
Veterans ALAllS.. vcdis’ ois) aise vibe & al oleiad Site sre mie Sie stls 4 oul Seah a nae ape ae 77 54,000 
Cer, ha eee Chie hike cw bak oO ae eae ts ee ae 154 9,000 


$ 22,103,000 


In previous Reports we have drawn attention to the fact that some departments were 
not keeping their accounts receivable records accurately and efficiently in that they were 
not maintaining controlling accounts or providing for an effective verification of the 
accounts by officers other than those responsible for keeping them. 

In last year’s Report (paragraph 197) we stated that the Treasury Board had 
developed a policy with respect to revenue control designed to eliminate the conditions 
referred to by the Auditor General, the Public Accounts Committee (in its Sixth Report 
1964-65) and the Royal Commission on Government Organization. During the year we 
noted that, although most departments have established adequate controls over then 
accounts receivable, some have not yet fully adopted the procedures called for unde: 
the policy. As a consequence, weaknesses in internal control still exist. | 

Included in the accounts receivable are amounts totalling $4,702,000, comparec 
with $2,069,000 in the previous year, representing intra- and inter-departmental account: 
which should have been settled before the books were closed for the year. The accounts 
had not been settled because of delays by creditor departments in submitting billings 
delays by debtor departments in processing invoices, and insufficient funds in variou: 
departmental appropriations. This problem has been under review by the Treasury Board 

This year for the first time the Department of National Revenue has includec 
analyses of its accounts receivable in its annual report. In our opinion, other department: 
responsible for large groupings of accounts receivable should include similar analyse: 
in the Public Accounts or their annual reports. 


241. Accounts receivable—Department of National Revenue. Of the $338 millioy 
of accounts receivable at March 31, 1968, $295 million was applicable to the Departmen 
of National Revenue. With the co-operation of the officials of the Customs and Excis) 
Division and the Taxation Division of the Department, analyses have been preparet 
showing the nature and amounts of the unpaid accounts of these Divisions. | 


CUSTOMS AND EXCISE DIVISION. The fol] 
of this Division at March 31, 1968 with co 


Excise taxes. 


Of the total of $17 million, collection action is 
_ accounts totalling $9 million. The remainder, $8 millio 


eee We eee Se we eee ee ee 


Duties and taxes on importations 
Customs seizures 
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— following reasons: 


Under appeal 


Insolvencies. . 


| Further details of these accounts 
Department of National Revenue for t 


Meo PeP SEARS SRW 5 ie eS s sl oh a4 wo! Gla se® oo nied 


Bh ROC Ey Ne Ws Sn oe 
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of Volume II of the Public Accounts. 


These accounts receivable do not represent all moneys 
March 31, 1968. They do not include duties and taxes 
“imported illegally where the Minister had not rendered 
be imposed, the unpaid portion of duties and taxes 
where approval for relief is being sought by 
estimated at $43.6 million owing by motor vehi 
conditions of the Motor Vehicles Tariff Order 1 
to particular companies. This amount is 
Volume II of the Public Accounts 
materially when departmental audits cover 


Ce ate fe anes PSS we) Se cae ween oat ee at cle 
I as tale eo ec ae oC ee, pe oe 
ee EMRE” "FREE 4.476 SSS + 5 0s 8 is eid pei gens am gee 
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March 31, 1968 


$ 12,473,000 
2,698,000 


$ 16,957,000 


_—. 


3,260 accounts 


——___ 


March 31, 1967 


$ 16,870,000 
2,297,000 
712,000 
163,000 
9,000 

15,000 


$ 20,066,000 


$ 3,321,000 
4,179,000 
674,000 


$ 8,174,000 
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Owing is a summary of the accounts receivable 
mparable amounts at the close of the previous 


presently being taken on 10,538 
n, had not been collected for the 


receivable are to be found in the report of the 
he year ended March 31, 1968 and on page 29.13 


owing to the Division at 
owing on goods that have been 
a decision as to the penalties to 
on certain temporary importations 
Order in Council, and duties and taxes 
cle manufacturers who failed to meet the 
965 or similar Orders in Council applicable 
reported by the Department on page 29.13 of 
as being “contingent” and can be expected to increase 
ing all imports to March 31 have been com- 


Pleted. (See also paragraph 148 of this Report.) We are advised by the Department 
that it has used the term “contingent” because it considers there is a possibility that the 
amount may be remitted by the Governor in Council under section 22 of the Financial 
Administration Act. 
There is no requirement that interest be charged on overdue accounts although a 
thly penalty of % of 1% is charged on overdue excise taxes. 
In previous Reports (paragraph 198 in 1967) we have stated that the Customs and 
Excise Division was preparing to extend the system of control accounts to include al] 
*eceivables. It has not yet accomplished this and there are control accounts only for 
XCise taxes. 


mon 
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TAXATION DIVISION. The following is a summary of the accounts receivable of this 
Division at March 31, 1968 with comparable amounts at the close of the previous year: 


March 31, 1968 


Income tax— 
$ 122,017,000 


March81, 1967 


$ 130,408,000 


Tevehreracd uaa Lis 5 Le hc Soe iia esa ages eee oe eee 

Corporations. .iace do sides 0:5 pte rele yenyereieye amiassie etal ote nies 116,959,000 124,677,000 

Fae deduictiOus: 2 cesses « sole aletsly aie tate ately ais at et atatat en ate rates oer 11,286,000 9,754,000 

Woneredidiente ib iccncic do Heed eae cree onus Shean mie ein ere 6,329,000 4,093 ,000 

TIGL OPE OA EAI Pe ch ork sa vin lahare te bs iwtc ical ioe hy eAara ast oeremn eae iiranisade 5,099,000 5,431,000 

261,690,000 274,363,000 

Estate tax and succession duty......... cee cece cece reece tec teees 15,903 ,000 13,345,000 

Provincial UGGS TAR. « occ scale ere wean: a disses e) nlse ied Gu tans lovers Notereneretons 1,000 1,000 
Tnter-departmental. sa); «chs. = aL Ree ee 27 ,000 _ 

4,000 6,000 


Shirred Sides aveeeiauwd oe speiw clnese ds pape yeeeiegs Bose i ee ene tenegelbienae Bion 


$ 277,625,000  $ 287,715,000 | 


Of the total of $278 million receivable at March 31, 1968, $85 million (307) repre-_ 
sents 130,000 current collectable accounts. The remainder, $193 million (over 90, 000 
accounts), had not been collected for the following reasons: 


1,331 accounts $ 135,997,000 


Under appeal sic sco sleds < hoe See eat oct ee 


Tneollectable, cos ).vests bs eee aay eens oes ties i pens ie adeno ee 7,381 accounts 11,647,000 
CHinTen t ARSPCRTNOB UG ae orl k cesse 6 cr ate oe = exten ote Mintene ee eres 81,990 accounts 39,992,000 
Pieferred GAN. 66 cd ence Garkisew cis 0b eo Guatbne © Rbk o/s lee ab Sca/sh6 QUTNEMR eReuNe tee ai ate hanenelotes 5,099, 000 

1,000 


Provincialiticome tax, 20). iebesie. di. ITER lee «desde. Oeics Sete re anes 


$ 192,736,000 


Further details of these accounts receivable are to be found in the report of the 
Department of National Revenue for the year ended March 31, 1968. : 


242. Accounts receivable—Department of External Affairs. The accounts receivalial 
of this Department include an amount of $1,387,000 owing to Canada from the fund 
known as the “Common Pool” established by the Geneva Conference on the problem of 
restoring peace in Indo-China. An additional amount of $1,143,000 1s recoverable on 
behalf of the Department of National Defence by the Department of External Affairs. 
This total of $2,530,000 represents certain costs incurred by Canada as far back as 1960- 61. 
in serving on the Indo-China Truce Commissions, which have not yet been recovered. No 
payment has been received from the “Common Pool” since February 1963 but Canada’s 
assessments towards financing the Laos International Commission since 1962-63, amount- 
ing to $171,000, have been applied against the indebtedness. 

We understand that the failure of The People’s Republic of China to continue its 
contributions has resulted in the “Common Pool” being unable to pay all of the costs for 
which it is responsible. | 


| 
‘ 
| 
{ 
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No change in these arrangements occurred during 1967-68 and the recoverable balance 
increased by $294,000. As pointed out in our 1967 Report (paragraph 199), in the absence 
of any reimbursement from the “Common Pool” in recent years, new financing arrange- 
ments should be sought. 


243. Accounts receivable—Department of Indian Affairs and Northern Develop- 
ment. The accounts receivable of this Department at March 31, 1968 amounted to 
$2,377,000, including uncollectable accounts of $475,000. 


In our 1966 Report and again in 1967 (paragraph 200) we referred to shortcomings 
in the Department’s handling of accounts receivable. On the latter occasion we reported 
that steps had been taken which were expected to result in improvement before March 31, 
1968. 

Our review of these accounts receivable at March 31, 1968 showed little improve- 
ment. It was again found necessary to request adjustment of the departmental compila- 
_ tion of outstanding items to reflect accrued interest, various debts and authorized deletions 
_ which had not been taken into account. The Department declined to correct its erroneous 
handling of the $20,000 made available to an Indian Band on a recoverable basis (see 
| paragraph 98 of this Report). 


—_ 


a: 


Our earlier Reports (paragraph 200 in 1967) commented on a loan of $225,000 to 
the Banff Recreational Centre in 1961-62 in connection with construction of a building 
suitable for use as a curling rink. Although the loan was repayable in 20 equal annual 
instalments commencing November 1, 1966, with interest at 54% payable annually, the 
Centre’s operations failed to produce sufficient revenue to permit any payment of 
principal or interest. During the year the Crown took the building over. The interest, to 
October 31, 1963, $20,300, was deleted from the accounts and at March dl, 1968 the 

recorded indebtedness was $272,000, including the remaining interest arrears of $47,000. 

In 1968-69 the building was sold by Crown Assets Disposal Corporation to a district 
School authority for $95,000. The loss to the Crown on this transaction has consequently 
amounted to $130,000 plus interest of about $67,000. 


| 244. Cash on deposit in chartered banks. Included in the item “Cash” is an amount 
_ of $1,016 million on deposit in bank accounts. Of this amount, $920 million was on deposit 
in the chartered banks in Canada, $85 million in the Bank of Canada and $11 million in 
banks in London, New York, Paris, Brussels and Bonn. 

\ The balances on deposit in bank accounts abroad are working balances against whic), 
cheques are drawn and which do not earn interest. The Bank of Canada, in accordance 
‘with the provisions of section 19(e) of the Bank of Canada Act, R.S., c.13, does not pay 
interest on deposits. However, profits of the Bank of Canada are paid to the Receiver 
General and placed to the credit of the Consolidated Revenue Fund. 

Balances on deposit in the chartered banks in Canada earn interest only on the 
amounts by which the aggregate of the lowest daily balance for each bank in each week 
exceeds $100 million, calculated at the weekly average accepted treasury bill tender rate 
ba the three months treasury bills, less 10%. (See also paragraph 89 of this Report.) 
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245. Departmental working capital advances. This item amounting to $186,540,000 
at March 31, 1968 appears in the Statement of Assets and Liabilities under the caption 
“Current assets”. Included are a number of revolving funds established by various appro- 
priation Acts and other legislation. The principles governing the operation of these re- 
volving funds are reflected in the provisions of sections 58, 59 and 60 of the Financial 
Administration Act. Section 58 specifies the charges and credits which may be made to 
a revolving fund and the composition of the balance at the year-end. Subsection (5) of 
this section states that any surplus resulting from the operations of the fund shall be 
transferred from the revolving fund as revenue and that no amount may be credited to 
the fund to meet any deficiency in it without the authority of Parliament. The purpose 
of these provisions is to maintain working capital advances intact and to enable Parlia- 
ment to exercise financial control over these funds. 

Some of the practices followed in the operation of these funds do not conform to the 
principles established with respect to revolving funds. Examples are: 


(a) The Queen’s Printer’s Advance Account operated by the Canadian Government Printing | 
Bureau was charged with the cost of capital equipment amounting to $501,000 during | 
the year as compared with $549,000 in the previous year. Prior to 1965-66 these costs. 
were met from appropriations provided for that purpose but the present practice is 
to charge the full cost to production expense in the year of acquisition. The Deputy \ 
Attorney General has expressed the opinion that the term “material”, referred to in | 
section 37 of the Public Printing and Stationery Act, R.S., c.226, which provides for. 
advances to enable the Queen’s Printer “to purchase material for the execution of 
orders...” is sufficiently broad to include capital equipment. In our view such an’ 
interpretation of the term “material” is too broad when related to capital equipment 
having a useful life of many years, resulting as it does in the elimination of parlia- 
mentary control over capital expenditure of the Bureau. 


(b) The National Film Board Operating Account, established by section 18 of the National 
Film Act, R.S., c.185, has been used to finance the purchase of capital equipment for. 
the Canadian Government Photo Centre under the authority of Vote L30, Appropriation 
Act No. 5, 1963, 1963, c.42, to the extent of $245,000 up to March 31, 1968, of which 
$96,000 ee been recovered through charges for services rendered. In this case Parliameme 
has surrendered its control over the capital expenditures of the Centre. | 


(c) The Central Data Processing Service Bureau was authorized by Vote L99e, Appro- 
priation Act No. 4, 1966, 1966-67, c.6, to operate a working capital advance account 
to finance the provision of data processing and related services to government depart-— 
ments and agencies. At March 31, 1968 the operating account had been charged with 
capital expenditures of $202,000 although there is no specific reference to capital 
equipment in the vote wording. An operating loss of $260,000 remains as part of the 
balance of the account, having been reduced by the net profit of $2,000 for the year. 
The balance is expected to be recovered from user departments and agencies in future , 
years. 


From examples (b) and (c) it may be seen that “Departmental working capital 
advances” which are classified as “Current assets” in the Statement of Assets and Liabil- 
ities include capital expenditures and operating deficits, neither of which are current 
assets (see also paragraph 58 of this Report). | 


oe 
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246. Departmental working capital advances—Defence Production Revolving Fund. 
In paragraph 64 of our 1967 Report reference was made to two losses which have been 


or are going to be incurred in connection with strategic materials financed by the Defence 
Production Revolving Fund. These are: 


1. The inventory of raw quartz crystals on hand at March 31, 1968, had a cost value of 
$6,081,000. Synthetic quartz crystals have come into general use since the inventory 
was acquired in the early 1950s, practically eliminating the demand for natural 
quartz. The proceeds of a few test sales during 1966-67 averaged 22% of original cost 
and it would appear that there will be a loss of at least $4.5 million. 


2. A shortage of $1,140,000 with respect to cobalt stolen several] years ago is revealed 
by the balance sheet of the Revolving Fund. Amounts totalling $49,000 had been 
recovered to March 31, 1968 and further recoveries are expected. However, it appears 
inevitable that there will be an ultimate loss of not less than $600,000. 


247. Departmental working capital advances—A gricultural Commodities Stabiliza- 
tion Account. The operations of the Agricultural Stabilization Board during the year 


| resulted in a loss of $145,178,000. This loss was met to the extent of $139,743,000 by 


| 


| 


funds provided by Department of Agriculture Vote 17 and to the extent of $3,959,000 by 
government departments which provided major services without charge (see paragraph 


| 296 of this Report). The balance of the loss amounting to $1,476,000 remains as a charge 
_ to the Agricultural Commodities Stabilization Account and together with a liability item 
_ for a customer’s deposit of $74,000 makes up the balance of $1,402,000 at March 31, 1968. 


_ This amount appears as a current asset item (see paragraph 214 of this Report) although 
it includes the loss of $1,476,000 which must eventually be charged to budgetary 
_ expenditure (see also paragraph 57 of this Report). 


248. Departmental working capital advances—Fisheries Prices Support Account. 
During the year the Fisheries Prices Support Board incurred a loss of $552,000 in con- 
nection with its Support programs. This amount, together with accumulated losses of 

$211,000 under other programs extending back to 1962-63, remained as a charge to the 
| Fisheries Prices Support Account and is included in the balance of $842,000 at March 
| 31, 1968. This amount appears as a current asset item (see paragraph 214 of this Report) 
although to the extent of $763,000 it represents a loss which must eventually be written 
off to expenditure (see also paragraph 305 of this Report). 
' 
| 249. Loans to, and investments mn, Crown corporations—Atomic Energy of Canada 
Limited. Included in the loans to Atomic Energy of Canada Limited amounting to 
—-$123,915,000 are loans totalling $69,945,000, excluding accrued interest of $7,651,000, 

made with respect to the construction by Atomic Energy of Canada Limited, in co-opera- 
tion with the Hydro-Electric Power Commission of Ontario, of the Douglas Point Nuclear 
Power Station. This station is operated by the Commission which buys the electricity 
produced at the same rate it pays for electricity procured from inter-connected systems. 

After the station has been established to be a safe and dependable source of power, it 
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will be sold to the Commission at a price calculated to make the estimated future cost 
of energy produced equal to that from a fossil-fired conventional thermal generating 
station. Whether the purchase price will be sufficient to permit the company to repay the 
loans remains to be determined. 


250. Loans to national governments. Since 1964-65 appropriation Acts have author- 
ized a total of $240 million in special loan assistance for developing countries and agree- 
ments to lend have been entered into with 19 countries. At March 31, 1968 loans amount- 
ing to $44,105,000 had been made to 13 countries, an increase of $29,051,000 in the year. 
Loans amounting to $20,185,000 bear interest at # of 1% per annum on the amount of 
the loans committed less repayments, and are repayable over a period of 40 years fol- 
lowing a grace period of 10 years from the date of execution of each agreement. Loans 


amounting to $20,167,000 are interest-free and are also repayable over a period of 40 years — 


following a grace period of 10 years. Loans for $3,424,000 bear 6% interest and are 


repayable over a period of 23 years following a grace period of seven years. The $329,000 — 
balance of the loans bears 3% interest and is also repayable over 23 years following a | 


grace period of seven years. 


251. Other loans and investments—Subscription to capital of the International 
Monetary Fund. As a member of the International Monetary Fund Canada’s quota is 
$800,000,000, equivalent to $740,000,000 US at the official exchange rate of $1 Canadian= 
$.925 US. In February 1968 Canada found it necessary to draw foreign currencies from 
the International Monetary Fund almost to the full extent of her quota with the result 


that at March 31, 1968 her quota of $800,000,000 was held by the International Monetary 


Fund as follows: 


Reh ee) kc cre Pra cs casa aro laa tee Sta hea SG ate a $ 105, 990 
Canadighy CUITONCY WEA Cavs cls ee Be cic eta OWE I STO Sr Sites RR rte ear ees ae ee 8,894,010 
Won-interest-bearing demand notes.:.Us.. . 2.2004 «chs hha te ee ake beet a ee een 791,000,000 


$ 800,000,000 


While Canada’s indebtedness to the International Monetary Fund, $791,000,000, is | 


properly shown as this amount among the current and demand liabilities at March 31, 


1968, her investment in the Fund, of which her indebtedness forms a part, is recorded 
among the “Other loans and investments” at an amount of only $782,655,000 at March | 


31, 1968, which is $17,345,000 less than her quota or subscription of $800,000,000 at that 
date. 


252. Other loans and investments—Other balances—Department of Energy, Mines - 


and Resources. In previous Reports (paragraph 205 in 1967) we have drawn attention to 
arrears of principal and interest on loans made under the provisions of the Coal Produe- 
tion Assistance Act, R.S., c.173, administered by the Dominion Coal Board. Reference 
was made to one company which at March 31, 1967 was in arrears $2,050,000 on principal 
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and $471,000 on interest. Although this company received $24,767,000 in that year for 
payments in connection with the movement of coal, no recovery of any portion of the 
arrears had been sought by means of set-off. 

Loans totalling $7,261,000 were made to this company in the period November 1950 
to July 1963. Interest was paid along with instalments of principal until June 30, 1964 
at which time the outstanding balance of principal stood at $4,522,000. No payment of 
principal or interest has been made since that date and at March 31, 1968 principal pay- 
ments in arrears amounted to $2,854,000. Interest in arrears, which is recorded in mem- 
orandum form only, amounted to a further $673,000 at that date. 

During 1967-68 the company received $19,852,000 in connection with the movement 
of coal and consideration was given to recovery of arrears from these payments but noth- 
ing came of this. 

The Cape Breton Development Corporation, a Crown corporation which commenced 
operations in October 1967, is presently engaged in taking over certain of the company’s 
properties and operations. 


253. Deposit and trust accounts—“Other’—Public Officers Guarantee Account. The 
Public Officers Guarantee Account, established by section 98 of the Financial Administra- 


_ tion Act, provides that payments may be made from the Account by way of indemnity 
_ for losses suffered by Her Majesty or others by reason of defalcations or other fraudulent 


acts or omissions of public officers. The Treasury Board on January 19, 1967 directed 
that unless losses due to defalcations could be recovered in the fiscal year in which they 
occur, the Board’s authority to reimburse the losses from the Account was to be sought 
before the year-end. 

Twelve losses amounting to $128,301 were charged to the Account during the year, 


of which 11 amounting to $122,591 had occurred in prior years. An additional eight losses 
_ totalling $13,153 which occurred in prior years and four amounting to $617 which 


occurred during the year had yet to be charged to the Account at the year-end. 


254. Annuity, insurance and pension accounts—Superannuation Accounts. 
PUBLIC SERVICE. Section 33 of the Public Service Superannuation Act, 1952-63, G47. 
requires that at least once in every five years an actuarial report on the state of the 


Public Service Superannuation Account be laid before Parliament. The latest valuation 
of the Account was at December 31, 1962. We understand that an actuarial valuation as 
at December 31, 1967 is being made. 

| 


CANADIAN FORCES. Section 25 of the Canadian Forces Superannuation Act, 1959, c.21, 


‘Tequires that at least once in every five years an actuarial report on the state of the 


Canadian Forces Superannuation Account be laid before Parliament. 

On September 12, 1968 a report was tabled showing that an estimated deficit of 
$58.7 million existed in the Account at December 31, 1965. This deficit was attributed 
almost entirely to the effect of the difference between the actual number of contributors 
Teleased with return-of-contribution benefits and the number that it was anticipated 
would be released in the period 1961 to 1965. 
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This amount remains to be credited to the Account in accordance with section 24(3) 
of the Act. 


255. Contingent liabilities. A listing of the contingent liabilities of Canada appears 
on page 7.88 of Volume I of the Public Accounts. Included is an amount of $228,250,000 


representing notes of the Canadian Corporation for the 1967 World Exhibition which — 
are guaranteed jointly by Canada and the Province of Quebec. These notes were payable, — 


$205 million to Canada and $23,250,000 to chartered banks. As Canada is both guarantor 


and holder of the notes amounting to $205 million, the amount is not a contingent liabil- 


ity of Canada. 


The notes issued by the Canadian Corporation for the 1967 World Exhibition and | 
held by chartered banks at March 31, 1968 together with notes of $11,750,000 issued 


subsequently were payable on June 30, 1968. When these notes matured the Corporation 
was unable to meet them and Canada and the Province of Quebec were each required 


to provide an amount of $11,625,000 in satisfaction of their guarantees as at March 31, | 
1968 and $5,875,000 with respect to guarantees given subsequently. Canada thus holds — 


additional notes of the Corporation amounting to $17,500,000. 
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Crown Corporations 


256. A Crown corporation, as defined by section 76(1)(c) of the Financia] Adminis- 
tration Act, is a corporation that is ultimately accountable, through a Minister, to 
Parliament for the conduct of its affairs. Departmental corporations are named in Schedule 
B to the Act and are responsible for administrative, supervisory or regulatory services 
of a governmental nature. Agency corporations are named in Schedule C and are 
responsible for the management of trading or service operations on a quasi-commercial 
basis or for the management of procurement, construction or disposal activities on behalf 
of the Crown. Proprietary corporations are named in Schedule D and are responsible 
for the management of lending or financial operations, or for the management of com- 
mercial and industrial operations involving the production of or dealing in goods and 
the supplying of services to the public. 


257. The following paragraphs are concerned with agency and proprietary corpora- 
tions to which sections 77 to 88 of the Act apply and certain other Crown corporations 
which have not been named in any of the Schedules to the Act, 


| 258. Section 85 of the Act requires each corporation to prepare, in respect of each 
financial year, a balance sheet, a statement of income and expense and a statement of 
surplus containing such information as, in the case of a company incorporated under 
the Canada Corporations Act, R.S., c.53, is required to be laid before the company by 
the directors at an annual meeting. 


259. Section 87 of the Act requires the auditor of a Crown corporation to report 
annually to the appropriate Minister the result of his examination of the accounts and 
inancial statements of the corporation and to state in his report whether in his opinion: 


(a) proper books of account have been kept by the corporation; 


(6) the financial statements of the corporation 
(1) were prepared on a basis consistent with that of the preceding year and are in 
agreement with the books of account, 
(ii) in the case of the balance sheet, give a true and fair view of the state of the 
corporation’s affairs as at the end of the financial year, and 
(iii) in the case of the statement of income and expense, give a true and fair view of 
the income and expense of the corporation for the financial year; and 
(c) the transactions of the corporation that have come under his notice have been within 
the powers of the corporation under this Act and any other Act applicable to the 
corporation. 


n addition, the auditor is required to call attention to any other matter falling within 
he scope of his examination that in his opinion should be brought to the attention 
f Parliament. 
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260. Section 87 of the Act further requires that the annual report of the auditor 
be included in the annual report of each corporation, and section 85 directs that such 
annual report be submitted to the appropriate Minister within three months after 
the termination of each financial year and that it be laid before Parliament by the 
Minister within fifteen days after he receives it from the corporation or, if Parliament 
is not in session, within fifteen days after the commencement of the next ensuing session. 

The financial statements of the various corporations, together with the related 
audit reports, are published in Volume III of the Public Accounts. 


261. The Auditor General is the auditor of the following Crown corporations whose 
accounts and financial statements were examined for their financial years terminating 
during, or coinciding with, the fiscal year ended March 31, 1968: 


Corporation Class Reporting Minister 
Atomic Energy of Canada Limited ...... Agency Energy, Mines and Resources 
Canada Deposit Insurance Corporation .. Proprietary Finance 
Canadian Arsenals Limited ............. Agency Defence Production | 
Canadian Broadcasting Corporation ..... Proprietary Secretary of State | 
Canadian Commercial Corporation ...... Agency Defence Production 
Canadian Corporation for the 1967 World 
PW TULON oy aes ec chee ee ee neler Trade and Commerce 
Canadian Film Development Corporation Agency Secretary of State | 
Canadian Livestock Feed Board ......... Agency Agriculture | 
Canadian National (West Indies) Steam- | 
shins; Linmrtede te: MAE? Ry. eee Agency Transport 
Canadian Overseas Telecommunication 
(SGEPOTAIIOU Sune ny alkenes choraacere Proprietary Postmaster General | 
Canadian Patents and Development | 
Lamited, sake. /peteeerche ab Get Agency Chairman of the Committee of 


the Privy Council on Scientific 
and Industrial Research 


Centennial Commission (rie oes. Agency Secretary of State | 
Cornwall International Bridge Company | 
Lara rtedind «taht ioral dy teks Wah eat any Proprietary Transport 
Crown Assets Disposal Corporation ..... Agency Defence Production 
Defence Construction (1951) Limited .... Agency National Defence | 
Eldorado Aviation Limited .. .2s..4s%.+%. Proprietary Energy, Mines and Resources | 
Eldorado Mining and Refining Limited ... Proprietary Energy, Mines and Resources | 
Export Credits Insurance Corporation .... Proprietary Trade and Commerce 
Narn (roti, Cormoraon » «ges ike cau) Proprietary Agriculture 
The National Battlefields Commission .... Agency Indian Affairs and Northern 
Development 
National Capital Commission ........... Agency Hon. Jean Marchand 
National Harbours Board ............... Agency Transport 
Northern Canada Power Commission and 
subsidiary companies ............... Agency Indian Affairs and Northern 


Development 


ES I 
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| Corporation Class Reporting Minister 


Northern Transportation Company Limited 


and subsidiary companies .........., Proprietary Indian Affairs and Northern 
) Development 
_ Polymer Corporation Limited and subsi- 
| Tiare CODANIOR Ocoee hil. alle!) 2. Proprietary Defence Production 
_ The St. Lawrence Seaway Authority ..... Proprietary | Transport 
The Seaway International Bridge Corpo- 
Stee es ne... -+-. Proprietary Transport 


262. A firm of chartered accountants has been the auditor of the Canadian Dairy 
‘Commission since inception to March 31, 1968. However, on October 29, 1968 the 
Governor in Council designated the Auditor General of Canada as the auditor of the 
Commission with effect from April 1, 1968. 


263. Since the Auditor General has not been appointed the auditor or the joint 
auditor of the following Crown corporations and public instrumentalities their accounts 
were not examined by him during the year: 


Corporation or Instrumentality Class Reporting Minister 

aes es, CRIs ealeitl oe \) Proprietary Transport 
eres ora et Th) doo Finance 
Canadian National Railways ............ Proprietary Transport 
The Canadian National Railways Securi- 

A TE a Proprietary Transport 
The Canadian Wheat Board ............. Trade and Commerce 
Cape Breton Development Corporation .. Proprietary | Energy, Mines and Resources 
Central Mortgage and Housing Corpora- 

tion 


a SE ee, a a eee Proprietary Hon. Paul Hellyer 
The Company of Young Canadians ...... Hon. Gérard Pelletier 


Industrial Development Bank ........... Finance 


In its Eleventh Report 1966-67 the Public Accounts Committee again repeated 
ts recommendation that the Auditor General be appointed the auditor or the joint 
wditor of these corporations or instrumentalities (see Appendix 1, items 27 and 45). 


264. The paragraphs that follow deal with the various corporations audited by 
he Auditor General. In each case an introductory comment describes briefly the origin 
f the corporation and the nature of its activity followed by comments regarding the 
Jrown’s equity in the corporation, a summary of the operations for the year in comparison 
vith the preceding year, and any other matter which might be of interest to the House 
f Commons. 


265. Atomic Energy of Canada Limited. This Company was incorporated in 1952 
mder the Canada Corporations Act, R.S., c.63, pursuant to authority contained in the 
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Atomic Energy Control Act, R.S., c.11, to carry out research and development in nuclear 
power technology and allied fields and to promote uses of atomic energy. 

The head office of the Company is in Ottawa. Nuclear generating stations are main- 
tained at Rolphton, Ont., and Douglas Point, Ont., and are under construction on 
cost-sharing bases at Gentilly, Que., and Pickering, Ont. Nuclear reactors and research 
and development laboratories are maintained at Chalk River, Ont., and at the White- 
shell establishment in Manitoba. Shopping centres, housing, staff hotels, and hospitals 
at Deep River, Ont., and Pinawa, Man., were constructed for the employees of the 
Chalk River nuclear laboratories and the Whiteshell establishment. A Power Projects 
group, located in Toronto, is responsible for the engineering, development, construction 
and management of nuclear power generating projects. Radioisotopes produced in the 
Company’s reactors, and equipment designed and built by the Company to use these 
radioisotopes, are marketed throughout the world. Under specific parliamentary authority, 
transmission lines in connection with the Nelson River power project are being erected 
in accordance with an agreement between Canada and the Province of Manitoba. 

The accumulated costs of the Company’s research facilities which were charged | 
to research expense and financed by parliamentary appropriations amounted to 
$214,656,000 at March 31, 1968. 

The Crown’s equity in the Company at March 31, 1968 totalled $150,371,000 com- | 
prising: loans and accumulated interest for the Douglas Point generating station, | 
$77,596,000, Pickering generating station, $18,450,000, Gentilly nuclear power station, 
$15,422,000, housing projects and commercial buildings, $15,593,000, and the Nelson 
River transmission line, $6,153,000; capital stock, $15,000,000; and retained cara 
$2,157,000. | 

The Douglas Point generating station went into operation on November 15, 1966. 
The Hydro-Electric Power Commission of Ontario operates the station for the Company | 
and buys the electricity produced at the same rate it pays for energy procured from 
inter-connected systems. When the plant has proved itself a safe and dependable source | 
of power, the Commission will buy it at a price calculated to make the estimated future , 
cost of energy produced equal to that from a fossil-fired conventional thermal generating | 
station. | 

The station had two major shut-downs during the year with the result that full 
operation was delayed until December 1967. Expenditures in the current year amounted 
to $7,343,000, comprising $3,997,000 financed by loans from Canada and $3,346, 000. 
charged to the Company’s research program. In addition, design, engineering and com-— 
missioning costs of approximately $12 million were written off in previous years as- 
incurred. 

The cost of the station to March 31, 1968 has amounted to $93 million of whileel 
$78 million has been financed by loans from Canada and $15 million has been charged’ 
to research. Inasmuch as the station will eventually be sold to the Hydro-Electric Power’ 
Commission at a price to be calculated in accordance with the prescribed formula, it 
remains to be determined whether the purchase price will be sufficient to permit the | 
Company to repay the loans. 
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A comparative summary of income and expense for the past two years follows: 


Year ended March 31 


| 1968 1967 


| Research program— 


PAE POP Reh Od Pe S Sie Coed wT ede oe en engl $ 67,987,000 $ 55,495,000 


Bs Me lo hse agli o'es0 a <.% 6s cats. & 11,104,000 7,804,000 
Excess of expense over income, provided for by parliamentary 
eh ad ale oA IR '2 OR DO eo rr $ 56,883,000 $ 47,691,000 

Capital expenditures provided for by: 
Parliamentary appropriation................................ $ 9,617,000 $ 10,292,000 


OS at) Sa ee ee a 3,004,000 3,613,000 
} ESSs is es be 


$ 12,621,000 $ 13,905,000 


Commercial operations— 


STE es TaN eA aes Porcin F on | mele ihe 64 Lon'o one on dened 9,321,000 $ 8,312,000 
Expense: 

OE Ee tee 4,974,000 3,829,000 

[ Research, selling and administration......................... 4,257,000 4,122,000 


9,231,000 7,951,000 
Pixeess Of income over expense................................ $ 90,000 $ 361,000 


t 
i 


The increase of $12,492,000 in research operating expense results from a continued 
expansion in the activities of the Company and an increase in costs of goods and services, 
Mainly: salaries and wages, including employee benefits, $5,377,000; professional and 
special services, $3,603,000; materials and supplies, $1,287,000; and expendable equip- 
ment, $1,117,000. 

The increase of $3,300,000 in gross income from engineering services, housing accom- 
modation, hospitals, sales of steam, etc., is mainly due to increased development and 
design services for the nuclear-steam generating portion of the Pickering generating 
station for which the Company is reimbursed. 


266. Canada Deposit Insurance Corporation. This Corporation was established by 
the Canada Deposit Insurance Corporation Act, 1966-67, c.70, with an authorized 
sapital of $10 million, to provide, for the benefit of persons having deposits, deposit 
insurance for federally incorporated institutions, and for those provincially incorporated 
‘nstitutions with which the Corporation enters into contracts, and to accumulate, manage 
and invest a Deposit Insurance Fund and any other funds accumulated as a result of its 
yperations. The head office of the Corporation is in Ottawa. 

The Corporation is administered by a Board of Directors consisting of the Chairman, 
‘ppointed by the Governor in Council, and the incumbents of the offices of the Governor 
f the Bank of Canada, the Deputy Minister of Finance, the Superintendent of Insurance 
ind the Inspector General of Banks. The Corporation commenced operations on April 
7, 1967 and from this date, and to the extent provided for by section 13 of the Act, 
he deposits with all federal institutions were automatically insured and certificates of 
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deposit insurance were issued in the prescribed form to each such institution. The 
deposits with provincial institutions were to be insured on application by them, with 
the approval of the province of incorporation, if certain prescribed conditions were met. 
On the basis of returns made by member institutions during 1967, deposits insured by 
the Corporation totalled $17.1 billion comprising $15.9 billion in federal institutions 
and $1.2 billion in provincial institutions. Of the deposits insured for provincial institu- 
tions, $1 billion was covered by indemnity agreements with two provinces. 

Sections 21 and 22 of the Act require the examination of the affairs of member 
‘nstitutions at least once in each year. At December 31, 1967 there were 69 member 
institutions comprising 10 banks, 17 federally and 7 provincially incorporated trust and 
loan companies supervised for many years by the federal Superintendent of Insurance, 


one new federal trust company formerly under a provincial charter, and 34 other pro- — 
vincially incorporated trust and loan companies. The 10 banks were examined and 


reported on by the Inspector General of Banks and the 17 federally incorporated trust 


and loan companies by the Superintendent of Insurance. Although no formal reports | 
were issued by the Superintendent of Insurance on the remaining 42 companies, he » 


did provide sufficient information to permit the Corporation to enter into contracts of 
deposit insurance with them. 


The Crown’s equity in the Corporation at December 31, 1967 totalled $25,674,000 | 


comprising capital stock, $10,000,000, loans, $15,350,000 and accrued interest, $324,000. 
The loans were made to the Corporation in accordance with the provisions of section 


34 of the Act and were advanced in turn to a member institution under the authority | 


provided by section 11. This amount was covered by collateral in the form of securities 
having a face value of approximately $17 million at the time the advance was made. 
A further $4 million was loaned by Canada and advanced to the same member institution 
in January 1968 against securities having a face value of approximately $4.5 million. 


The premiums that were assessed members, amounting to $5,691,000 in respect | 


of the premium year ending April 30, 1968, were credited to the Deposit Insurance Fund. 


Accumulated net earnings at December 31, 1967 amounted to $871,000, being | 


the excess of income over expense for the period from April 17, 1967 to December 31, 
1967, summarized as follows: 


Income— 
Interest on-inyvestIMeniay ¢ cc fclsaen sacdstend Deon ds earl ts wet eee oe ee $ 414,000 
Interest on.loans under section L101 the Act..g wa esis. bide beaten ee 396 , 000 
810,000 
Expense— 
Interest. on loans under'section 34 of the Actes ic. cc ~ sca 2n ot +0 3. oteeua wee ee ee 324,000 
spepection fees and Expenses... 2.6 22056 oink cece heh ess. 6 6 oe eee 82,000 
Salaries and employes bendhits; b.u4y ia. ANS A a i See ae eee 20 , 000 
Pern esis cg fine los cde edwards Jessi leon ed 2 eee ee 6,000 
1 a ee nn ee Se ee ne ee eee mee pe ee 2,000 
PINE ge gave acc wh 6 cin v 0A aos wb Lok dA cea Re ba ees ae ie eee 5,000 
439 ,000 


Eixoesa of TnCoMeE OVE EXPAN 6.6.5 5.0 55.4.» jasrdinn nc slainrsa + og biaivian bios web ease $ 371,000 
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| The Corporation has been designated a proprietar 
to income tax. However, Order in Council P.C. 1968- 
_ under section 22 of the Financia] Administration A 


Corporation. 


y corporation and as such is subject 
10/585 of March 28, 1968 remitted, 
ct, any income tax payable by the 


267. Canadian Arsenals Limited. This Company, with its head office in Ottawa, was 
incorporated under the Canada Corporations Act, R.S., c.63, pursuant to authority 
contained in the Department of Reconstruction Act, 1944, 1944-45, c.18. The main 
objects of the Company are the operation, maintenance and Supervision of arsenals 
_ and other plants for the production of military stores and equipment. 
| At March 31, 1968 the Crown’s equity in the Company was $6,463,000, comprising 
| a working capital advance of $5,000,000 and advances totalling $1,497,000 from the 
Department of National Defence in respect of purchases, less an operating loss for the 
year of $34,000. 

During the year the Company was the custodian of and operated two Crown- 
| owned plants which cost $34.6 million. The operating results for the past two years are 
_ shown in the following comparative summary: 


Year ended March 31 


1968 1967 

| Income— 

) Mg gg $ 6,591,000 $ 7,004,000 

t 1g os oe al ad en ae men 380,000 471,000 

| 6,971,000 7,475,000 
Expense— 

/ Cost of sales including indirect labour and other overhead absorbed... 6,480 , 000 6,714,000 

Indirect labour and other overhead not absorbed in cost of sales..... 233 , 000 1,090,000 

; eligi eC A 5 Tia Ait Re ale ie el a — 210,000 

ras Lk. eV yrs) Bh) We oy | 292,000 294, 000 

7,005,000 8,308,000 

Excess of expense over income..............0.-eececeeee0-000.,,.. $ 34,000 $ 833 ,000 


| The decrease of $857,000 in indirect labour and other overhead not absorbed in 
cost of sales was due to increased production at the Filling and Small Arms Divisions 
resulting in their capability to absorb a high proportion of their overhead. Furthermore, 
there was no unabsorbed overhead comparable to an amount of $235,000 experienced 
during the last year of operation of the Dominion Arsenal Division prior to its sale 
in December 1966. 

In June 1966 the Company contracted to manufacture 5,900 rifles for the Depart- 
ment of Defence Production at a fixed price. By mutual agreement, production was 
delayed from time to time to permit the fulfilment of other contracts with greater 
priority. A loss of $240,000 resulted because of significant variances between actual costs 
and those contemplated at the time the selling price was determined. Of this amount 
$208,000, applicable to the work performed on the contract to March 31, 1968, was 
absorbed in the cost of sales for the year. 

_ The Company engaged a realtor to obtain a tenant for unused portions of its 
oremises at Long Branch, Ont. In April 1968 the tenant, being in default in payments 
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of rent, was evicted. The portion of the realtor’s commission, $4,600, that related to the 
unexpired portion of the lease represents a non-productive payment (see paragraph 211, 
item 1, of this Report). 


268. Canadian Broadcasting Corporation. This Corporation, established in 1936 by 
the Canadian Broadcasting Act, R.S., c.82, which was superseded by the Broadcasting 
Act, 1958, c.22, operates national television and radio broadcasting services and admin- 
isters an international shortwave service on behalf of Canada. The head office is in 
Ottawa and regional offices are located in St. John’s, Halifax, Quebec, Montreal, Ottawa, 
Toronto, Winnipeg, Edmonton and Vancouver. 

Prior to 1964-65 the Corporation derived funds, for both its capital and operating 
requirements in excess of advertising revenue, from grants provided by parliamentary 
appropriations. Subsequently, however, funds for capital requirements have been pro- 
vided by means of loans from Canada. Loan indebtedness at March 31, 1967 amounted 
to $55,715,000 of which $2,890,000 was repaid in 1967-68. Additional loans of $21,300,000 
in 1967-68 increased the amount outstanding at March 31, 1968 to $74,125,000. Each 
loan is repayable in 20 equal annual instalments with interest rates varying from 54% 
to 644% per annum (see paragraph 239 of this Report). | 

At March 31, 1968 the Crown’s equity in the Corporation was $103,304,000 rep- 
resented by working capital of $15,386,000 (including an unspent balance of $386,000 
with respect to capital loans) and the net book value of capital assets amounting to 
$87,918,000. | 

Our statutory report to the Secretary of State dated June 10, 1968 contained a 
qualification in respect of a resolution by the Board of Directors granting a retiring 
allowance to the President equivalent to six months salary. In our opinion, this was not 
within the competence of the directors of the Corporation and payment of the retiring, 
allowance purported to be granted thereby was not within the powers of the Corpora-, 
tion under the Broadcasting Act. 

A summary of the source and disposition of the Corporation’s funds in 1967- 68 
follows: 


| 
Source— 


Parliamentary appropriations: 
‘erating Ore ts Jose er ei od ee ee $ 139,503,000 
Gonns tor capital expengrure..cde sch. cas «ane eee 21,300,000 ) 
160, 803 ,000 | 
ALVES CMU TEVENUG. ys se ce ee eee 38, 734,000 
Depreciation ..if0. 1 WA. Ae ee .t.. beet aioe: 9,072,000 
Miscellaneous—including proceeds from sales of assets........... 1,621,000 
$ 210,230,000 
Disposition— 
CR TIUEA KIIOT MALTON TGs oa Palanan aie Pe aan bea hh ke ae ee $ 185,885,000 
Repayment of capital loana!'),.0 7. 7a, ee eae 2,890 , 000 
Additions to. bapital assete sie: } ies acl. eee. dames tenes. ole 21,212,000 
209, 987,000 | 
Tocrenne in working capitals. . 5 oe say ck. ane sia cho en ae 243 , 000 | 


$ 210,230,000 


en ae 
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The following is a summary of the net cost of operations for the past two years: 


Year ended March 31 


Seen eed tC Te 
1968 1967 
Expense— 
| Cost of production and distribution: 
Programs 


Sere eA eeIOD, Roel will ite $ 119,439,000 $ 98,002,000 


te Sree Hr E SL ail Uo Sadkevaldc.l.. 14,138,000 12,149,000 
| POW PRBS 9 A. 6 ecw edcieliesee an... 7,828,000 5,906,000 
Payments to private stations.............................. 5,464,000 5,010,000 
Commissions to agencies and EG acs vs ws eke. 4,436,000 4,144,000 
151,305,000 125,211,000 
Operational supervision and services........................... 14,382,000 13,062,000 

Radio and television broadcasting services at Canadian Universal 
and International Exhibition, Montreal, 1967................. 3,921,000 2,691,000 
| Emergency Per lyse. a) anit: wet yay ooh, 1,008,000 931,000 
170,616,000 141,895,000 
Selling and general administration............................. 11,509,000 10,143,000 
Interest on loans to finance the acquisition of capital assets....... 3,760,000 2,203,000 


185,885,000 154, 241,000 


Income— 
eer erie MEVOOUG/ FAO) 20). dil. dacs oadicss oclis.c. 40 , 200 ,000 36,196,000 
Meme Net cost of operations)... see $ 145,685,000 $ 118,045,000 


t 
t 
i 


__ The parliamentary grant of $139,503,000, Canadian Broadcasting Corporation Vote ¥ 
wovided for the net expense of $145,685,000 as shown above, and an amount of 


$2,890,000 required for repayment of capital loans, less depreciation of $9,072,000 which 
vas recorded for cost ascertainment purposes. 


There was an increase in almost every classification of expenditure. Salaries and 
vages increased by $10,459,000 due mainly to: built-in increases representing the delayed 
mpact of rate changes in the previous year and changes negotiated to take effect in 
967-68 together with merit increases and adjustments as a result of job evaluation, 
7,996,000; additional staff at various centres, including the 1967 World Exhibition, 
ecause of increased activities during Centennial Year, $1,644,000; and overtime, $587,000. 
Mther classifications in which there were substantial increases were: cost of film pur- 
lases and rentals, $1,895,000; microwave and transmission lines, $1,569,000; recording 
ad film processing $1,462,000; and cost of building rental and maintenance, $1,292,000. 
_ Loans by Canada to finance the acquisition of capital assets amounted to $21,300,000. 
nN unexpended balance of $143,000 remained from loans obtained the previous year 
1d $155,000 was realized on sale of assets. The sum of $21,212,000 was expended, leaving 
balance at March 31, 1968 of $386,000. Major classifications of capital expenditure 
cluded: improvements to coverage, $6,500,000 (television rebroadcasting stations at 
‘tious locations, $3,200,000, increase of power at existing stations and relocation of 
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facilities, $1,400,000, new radio studios and offices, $1,200,000); work done on consolida 
tion projects, $3,700,000 (Place Radio Canada, Montreal, $3,180,000, Vancouver site 
$370,000); conversion of existing facilities for broadcasting in colour, $1,400,000; Cen 
tennial technical facilities, $1,190,000; and other additions to plant and facilities 
$6,070,000 (mobile equipment, $2,500,000, Ottawa television studio, $1,194,000). Th 
accumulated cost, $139,689,000, of capital assets included $17,031,000 expended during th 
past nine years in connection with the planned consolidation of facilities in Montrea 
Ottawa, Toronto, Winnipeg and Vancouver. The Corporation’s estimate at March 31, 196 
of the future cost of consolidation of facilities was $157,745,000 of which, subject to th 
provision of funds by Parliament for the purpose, approximately $4,150,000 will b 
expended during the year ending March 31, 1969 and $153,595,000 in subsequent years. 
In our Reports to management and to the House in recent years, we have cor 
mented on the Corporation’s physical inventory of its capital assets. This inventory wa 
completed in July 1967 and substantially reconciled with the inventory records. Th 
difference between the value of the assets physically counted and the value of the asset 
recorded in the Corporation’s accounts amounted to $1,005,000 and was written off t 
Proprietor’s Equity Account. | 
In previous Reports (1967, paragraph 60) we have noted that the cost of program 
included payments to employees for scheduled hours which were in excess of the actus 
hours of attendance during daily or weekly tours of duty. We have confirmed that thi 
situation continued during 1967-68. (See paragraph 64 of this Report.) 
We reported last year (paragraph 169, item 1) that, because of an anticipate 
shortage of hotel accommodation in the City of Montreal during the 1967 World Exhib: 
tion, the Corporation entered into contracts with three hotels to ensure accommodatio 
for its personnel travelling to Montreal on business and that the accommodation remaine 
unoccupied for lengthy periods. The cost of the unoccupied accommodation for th 
period January 1 to October 31, 1967 was $148,000. A survey revealed that at the sam 
time that these facilities were not being fully used, accommodation in other hote: 
costing approximately $40,000 was occupied by Corporation employees. (See paragrap 
63 of this Report.) 
The cost of programs available for advertising and advertising revenue earne 
thereon were shown in a note to the financial statements as follows: | 


' 
t 
| 
| 


1967-68 1966-67 
Prourhine wall CAITICN BU VEPMIC es ee ne tees oe we ao See ee $ 48,088,000 $ 35,338,000 
Programs available but which did not carry advertising.............. 32,953,000 28 , 243 ,000 
Program and related costs (exclusive of operational supervision, selling 
and: general maministrationy ii. on Vk ae Ee Oe Se $ 76,041,000 $ 63,581,000 
BOVOrane TEVENNG— ETS < ihc co kn b's Oh MW OMAR HEC E ee eee $ 38,734,000 $ 35,153,000 | 


The net cost of programs with advertising potential in 1967-68 was therefor 
$37,307,000 which was financed by the parliamentary operating grant. | 
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Expenditures incurred in connection with future programs are recorded as current 


assets of the Corporation until such time as the programs are broadcast. These assets 
were as follows: 


March 31,1968 March 31, 1967 


Programs completed and in process of production.........:........8 7,881,000 § 
Film and script rights 


10,790,000 
a OE, NP ean, pene TE 3,525,000 3,974,000 


$ 11,406,000 $ 14,764,000 


The decreases in 1968 were due mainly to the broadcasting of 
-Imany in colour, during Centennial Year. 
) The balances shown in the above tabulation are after giving effect to the follow- 
‘ing write-offs: 


special programs, 


1967-68 1966-67 
| Programs completed and in process of production—cost of programs 
| which were unsuitable because of technical difficulties, scheduling 
{ changes, pre-emptions, inferior OOH Ce a ee nn a $ 1,078,000 ¢§ 231,000 
Film rights—unsuitable, inferior quality, expiry of right.............. 355, 000 68 , 000 
. Script rights—unsuitable, inferior quality, expiry of right............. 186 , 000 21,000 


| $ 1,619,000 $ 320,000 
269. Canadian Commercial Corporation. This Corporation, which was established 
in 1946 by the Canadian Commercial Corporation Act, R.S., c.35, provides procurement 
Services in Canada for the governments of other countries and for international organiza- 
tions. During the year the Corporation’s purchases on behalf of its customers totalled 
$247 million compared with $212 million in the preceding year. 

The Crown’s equity in the Corporation at March 31, 1968 was $16,905,000, con- 
sisting of a $10,000,000 working capital advance, a $6,500,000 interest-bearing loan, a 
$182,000 reserve for United States exchange, and a $223,000 reserve for contingencies. 

A comparative summary of the Corporation’s operations for the past two years 
follows: 


Year ended March 31 


1968 1967 
Income— iis Ce 
| Interest earned on: 
A bid 6 ienis aryl sala prac ain.alc> wad meade) mia wns $ 128,000 $ 129,000 
) Special advances to suppliers...............ccccecececececececs 108,000 — 
| 236, 000 129,000 
Less: Interest on loans from Canada.............2.e.eeceeeeee 123,000 — 
113,000 129,000 
A PS a ee 2,000 2,000 
115,000 131,000 
Expense— 
) Estimated cost of administrative services............0..0seseeeeee 2,740,000 2,400, 000 


Excess of expense over income...............-.ececeeeecuceceecees $ 2,625,000 $ 2,269,000 
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This year the Department of Defence Production was reimbursed $2,045,000 t 
cover the estimated value of services provided to the Corporation. 

The excess of expense over income for the year of $2,625,000 was met to the exten 
of $2,045,000 by Department of Defence Production Vote 50, and to the extent o 
$580,000 by other government departments which provided major services without charge 
The expense figures for 1967 have been adjusted for comparative purposes. 

The Corporation has been authorized by the Governor in Council to borrow fron 
the Consolidated Revenue Fund at interest rates to be set by the Minister of Finance 
To March 31, 1968 the Corporation had borrowed working capital of $6.5 million t 
finance an increasing volume of business, and to enable it to make special advance 
which totalled $3.7 million. Special advances of $3 million to two contractors bor 
interest at current rates while the remainder advanced to a third was interest-free. 

A footnote on the Balance Sheet at March 31, 1968 draws attention to certain risk 
involved in a large contract negotiated on a ceiling price basis with a foreign governmen 
customer which may ultimately result in a loss to the Corporation. 


270. Canadian Corporation for the 1967 World Exhibition. This Corporation wa: 
established by the Canadian Corporation for the 1967 World Exhibition Act, 1 962-6$ 
c.12, for the purposes of planning, organizing, holding and administering the Canadiai 
Universal and International Exhibition, Montreal, 1967. An Act respecting the Canadiai 
World Exhibition, passed by the Quebec Legislature in 1963, provides authority for th 
Province of Quebec and the City of Montreal to share with the Government of Canad: 


in the financing of the Corporation. | 

The Corporation consists of a Commissioner General, a Deputy Commissione 
General and fourteen other directors appointed by the Governor in Council, seven 0 
whom are appointed on the recommendation of the Lieutenant-Governor in Council 0 
the Province of Quebec. | 

Section 17 of the Act requires that the accounts and financial transactions of th 
Corporation be audited by the Auditor General of Canada and the Quebec Provincia 
Auditor. The auditors are to report annually in a manner similar to that required b: 
the Financial Administration Act in respect of Crown corporations. | 

A summary of the Corporation’s operating results for the year together with cumula’ 
tive totals to December 31, 1967 follows: | 


Cumulative to 
December 31, | 


1967 1967 
Expenditure— we 
Operating costs and site services: 

Biniding and meound maintenance, «i... 6.204.645 «bar dee $ 27,829,000 $ 30,105,000 
Porformitig arte preerainud atic sce aie ee. . ewe. ee 18,231,000 18,407,000 
peoutiiy, protectionsand transport, 629 en-dic ues 045% whan elle Bee 15,819,000 17, 868,000 
POLAT RUIN Be isi Sk eo eke a eRe EAS, 5. hen ee 12,271,000 12,591,000 
UY EG eae 2 lab ae Re eae ASO En Re fe IN 6,427,000 7,057,000 
Utility operation and maintenance...............0eccceveece 5,532,000 5,638,000 
PT OMRTION BOTY UCRR 2 6 nos Cee oon nese d, Cipee oe d B 4,945,000 5,435,000 
CRrMaPALAtLD BOKVRCOR Tt 5265 asda: a Lest ewan OC 4,159,000 4,454,000 
NEM othe ie et ee TI ne sca ee aa se ee 8, 152,000 8,208 , 000 / 

103, 365,000 109,763,000 


Eee 
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Cumulative to 
December 31, 
1967 1967 

SeePAEOMTMMITOION ee ve eevee eee cecece, $ 13,429,000 $ 40,448,000 

0 ION Se ee eee re 9, 963 ,000 13,709,000 
/ Gey cueing and publicity..... 2.22... eee. 9,806,000 20, 929,000 
| Commission on sale of admission passports and bonus books. . 8,004,000 12,797,000 
| Depreciation and amortization................................ 1,717,000 2,569,000 
Re ONE 628056 okies it ces es iseecccccs, 496 ,000 496 , 000 
| ani eemepenninns ati! Bil Ailes 
146, 780,000 200,711,000 
f Income— 
| Operations: 
| 0 CS ON a 74,193,000 74,193,000 
ee ROM ATPOI UT ees. iv si veeveecesceccev... 17,540,000 17,607,000 
Rides and amusements operated by the Corporation........... 12,179,000 12,179,000 
) Sepeerau ny Arbn POORPAM. 25.2. e e405 e hee bdid sees des tecen' 8,008,000 8,050,000 
| te ese ee ee Ee bey 6,591,000 6,591,000 
Charges and rentals to participants and exhibitors............. 6,036,000 6,042,000 
OS ee re 1,434,000 1,434,000 
| pees oe gee ene 1,083,000 1,136,000 
OL ce 5S A 1,582,000 1,779,000 
' 128 ,646 ,000 129,011,000 
ee 11,973,000 11,973,000 
| 140,619,000 140, 984,000 
| euemere snort epormaons ys... . 00. SNL a ee A $ $ 59,727,000 


6,161,000 
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In our 1965 and subsequent Reports (paragraph 226 in 1967) we drew to the 


ittention of the House certain expenditures and practices of the Corporation which, in 
ur opinion, were inconsistent with those usually followed by Crown corporations and 
gencies. We mentioned that these matters had been drawn to the attention of the 
Yorporation’s management and Board of Directors who advised the joint auditors that 
re expenditures in question were necessary to the Corporation. The practices were 
ontinued j in 1967. A number of other matters arising from the 1967 examination have 
een dealt with in the joint auditors’ detailed report to the President and Members of 
ie Board of Directors, and three of these are referred to in the following paragraphs of 
is Report: 


| 67. Salaries and termination payments 
69. Loss on operation of rented apartment building 
71. Cost of repairs to sanitary sewer system 
Certain revenues of the Corporation aggregating $101,488,000 of the total of 


40,984,000 could not be effectively checked by the joint auditors and their report 
as qualified accordingly. This matter is dealt with in paragraph 65 of this Report. 
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The following is a summary of the Corporation’s capital expenditure during th 
year together with cumulative totals to December 31, 1967: 


Cumulative to 
December 31, 


1967 1967 

Buildings and special structures........ 2594. sean) ee ee $ 20,321,000 $ 104,314,000 
"Transib‘svetems... .e eye ch0h ol eed be eek ae eee ale a ee ee 730,000 25,494,000 
LasRondew)2. occ. kc Oe ee ee eee ee 5,634,000 24,493,000 
Roads and bridges... mcGcos peer elaine brs Bee ae Se re Se 643 , 000 23 , 836 , 000 
Damdseape Sevelopment,.2, 2.4.54 ade kh oes wee ee ee 2,671,000 11,311,000 
Thales re ie oe Ts Rie ee 1,801,000 11,016,000 
Parking ota 5 ic 5 alecare ho oe ee Pere eee ae ee 890 , 000 4,452,000 
Furniture, equipment and leasehold improvements, less depreciation — 815,000 
Bite preparation: Plies sak 4 >> aoe ais sav we a els «ew ee ie 203 , 000 2,877,000 
BHGCIAMONZINECTIN IU CIES, ¢ Siva sty ecce so S4 os Va Re vos ee 265,000 2,285,000 
Capital improvementa, 05 2.2 i. ss 45 sand ey cele ole tee eed eee Oe 1,676,000 1,685,000 
Temporary construction taciivies......¢ ance cee ese ee ae ee en 501,000 1,379,000 
Reversal of accrual with respect to unbilled construction costs in 


progress as at. December 31, 19660) 220s Peo) wae ere oe ee (4,544,000) — 


$ 30,791,000 $ 213,957,000 


Following the close of the Exhibition all of the capital assets, with the exception ¢ 
minor items which were demolished or sold and the mass transit system which has sinc 
been sold to the City of Montreal for $1,880,000, were transferred to the ownership ( 
Canada, Quebec and Montreal, whichever owned the land on which they were situater 


Details are given in paragraph 66 of this Report. | 

In paragraph 226 of our 1967 Report we pointed out that a number of procedure 
followed in connection with capital construction projects had the effect of material] 
weakening financial control. These included amending contracts subsequent to the wor 
having been completed in whole or in part without prior ascertainment of the addition: 
costs involved, making a substantial number of progress payments to contractors withow 
complete verification, and renegotiating bid prices with the lowest tenderer for modifie 
programs without the benefit of competitive bidding. These procedures were continue 
throughout 1967. 

The following capital expenditure items are commented on in separate paragraph 
of this Report: 


68. Cost of Habitat ’67 and Theme buildings | 
70. Cost of sewage-disposal units 
72. Gas distribution system 


73. Cost of telephone service 
The net cost of the Exhibition at December 31, 1967, less grants received, amounte 


to $233,589,000 and was distributed among the participating governments in accordant 
with the agreement of January 18, 1963, namely Canada 50%, Quebec 374% and Mon 


CROWN CORPORATIONS 187 


real 125%. Details of the net cost and the amounts 


due from the participating govern- 
ments are as follows: 


PM TAPNRSS the eee the vets ci dccnace ce. $ 59,727,000 
Amounts written off on transfer of capital assets to participating 
| governments— 
| Nr 586 oe eee gs csv ccsssciee es. $ 59,876,000 
yer Sat i gy RR I Si a 4,754,000 
Seernret WEE OAV OT. oh birt cad: Lilcsen. biiiaoe, 135,095,000 
——_———_ 199,725,000 
Write-down of cost of mass transit system to nominal value of $1...... 13,419,000 
Loss on disposal of other pePGar amate TO A. a ote 718,000 
Deficit (Net cost of the TN LE SNe i ate te eealaale Re Madame dah 273,589,000 
Less: Grants from participating governments— 
ee re eed 0, 29, ee 8 Ao, yy Dey 20,000 , 000 
ROSS OES ne ee en 15,000,000 
| NC Wig Sener ets eri enelan he nernen aaa 5,000,000 
——_——_—_—. 40 ,000 , 000 
$ 233,589,000 
Amounts due from participating governments— 
EES Ee ee $ 116,794,000 
(oo ag Se allah ae ane 87,596,000 
eee In IED. Pareles oo ueoue.,. 29,199,000 


| ————— _ § 233,589,000 

| A request by the joint auditors for confirmation of the correctness of the amounts 
due by Canada, Quebec and Montreal as their share of the cost of the Exhibition was 
not replied to by the City of Montreal (see paragraph 66 of this Report). 

The sixth revised overall plan dated June 30, 1967 involving expenditures not 
exceeding $431,905,000 was approved by the Governor in Council while the approval of 
the Lieutenant-Governor in Council restricted the deficit to $210,665,000. The expendi- 
jures amounted to $414,668,000 and the actual deficit as at December 31, 1967 was 
5273,589,000. It is anticipated that additional costs of $14,063,000 will be incurred 
ay the Corporation to March 31, 1969. The major factor in the net cost exceeding by 
362,924,000 the estimate included in the sixth revised plan was the decision of the 
articipating governments to take over capital assets, except the mass transit system, 
or the sum of $1. An amount of $74,106,000 had been included in the plan as the 
ticipated proceeds from the disposal of salvage and capital assets. 

At December 31, 1967 the net cost of the Exhibition less the grants from the par- 
icipating governments had been financed to the extent of $216,750,000 by loans from 
Janada, $205,000,000, and from five chartered banks, $11,750,000. The balance of 
16,839,000 was represented by the excess of current liabilities, $22,970,000, over current 
Ssets, $6,131,000, excluding the amounts due from the participating governments. 
ubsequent to the year-end the Corporation borrowed an additional $23,250,000 from 
he five chartered banks. 
|” The loans from Canada, $205,000,000, and from the chartered banks, $35,000,000, 
‘ere covered by notes of the Corporation jointly guaranteed by Canada and Quebec. 
8 Pointed out in paragraph 239 of this Report, the Corporation was unable to meet 
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the principal amounts of the notes which came due for payment on June 30, 1968 « 
which were called in advance of their due date and Canada and Quebec were calle 
upon to make good their guarantees. 

In previous Reports (paragraph 67 in 1967) we pointed out that, since the maj 
portion of the cost of the Exhibition was being financed by loans from Canada an 
because of the existing limitation on grants, changes in legislation would be require 
before the additional substantial grants could be made to provide the Corporation wit 
the necessary resources to repay its indebtedness. The Public Accounts Committe 
discussed this matter with officers of the Department of Finance on June 16, 1966 ar 
in its Seventh Report 1966-67 expressed its concurrence with our view and recommende 
that amendments to the existing legislation be placed before Parliament and the Legisl: 
ture of Quebec so that additional grants could be made by the parties concerned, name 
Canada, Quebec and Montreal (see Appendix 1, item 36). | 

271. Canadian Dairy Commission. This Commission, established by the Canadie 
Dairy Commission Act, 1966-67, c.34, consists of a chairman and two members appointe 
by the Governor in Council. The objects of the Commission are to provide efficiei 
producers of milk and cream with the opportunity of obtaining a fair return for the 
labour and investment and to provide consumers of dairy products with a continuo! 
and adequate supply of dairy products of high quality. 

All the financial transactions of the Commission are recorded in the Canadie 
Dairy Commission Account which was established in the Consolidated Revenue Fun, 
as required by section 15 of the Act. The purchase of dairy products under market pric 
support programs was financed by means of loans from the Minister of Finance. Subsic 
payments to dairy producers, trading losses and expenses, including interest on loan 
were recovered from the Agricultural Stabilization Board (see paragraph 296 of th 
Report). Administration expenses of the Commission were met from Agriculture Vote 6 

On establishment of the Commission, the Governor in Council, under section * 
of the Financial Administration Act, added the Canadian Dairy Commission to Schedu 
C of the Act and under section 77 designated a firm of chartered accountants as audito 
of the Commission. On October 29, 1968 the Governor in Council designated the Audit 
General of Canada as auditor of the Commission with effect from April 1, 1968. 

The following is a summary of the operations of the Commission for the ye 
ended March 31, 1968: 


| 
Trading operations— : 


1 a eee te Rca gO wh ol cello GME he AR RD Meu wren ye RAL eh oi irran otis WAS $ 48,571,000 
Coot oftsales,.. aA k ts \.06 sexx See ee oe ee. 2 Sie. ee ee . eee 48,154,000 
(Sroga Prolite! Ged ake Seeds Poe sa eke als fe ON oe a ee eee 417,000 
— by commodities — 
Cost Gross 
Sales of sales profit | 
Butter. feck ah cs. Ue $ 47,373,000 $ 46,970,000 $ 403,000 | 
Dry skim milk.,........ 1,198,000 1,184,000 14,000 | 


$ 48,571,000 $ 48,154,000 $ 417,000 


Ne eee . » 
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Expense: 

Ee eeeet ney aL tel Aluls. UR RP io RUN OE LL 6 I cinPads Succi $ 1,594,000 
ee oie deen cumicmisevie box creer vs semerc.are. 955,000 
esata kien ene sas atest ee ee 913,000 
ee ee. oP. MOOT Shy eli OF Tule gee 179,000 
maseleeerpaahs sates «20 DAE EP! SS OPN eS Pes ieiebd. of. evan 73,000 
3,714,000 

| ODP AONE i ees oes eek Us asked se svcseesitsahdlce 
Artes 3,297,000 

Subsidy operations— 

| Payments to producers of manufacturing milk and cream...................... 89,028,000 
| Export equalization Be iia Hereniye fbb uk fue cninads cctuscen, 6,424,000 


| 95 , 452,000 
} Administration— 
) 


Peanevand employssbenefits.2. i iceyigv.u ysl. 6idsLecdseseleren.,... 23 166,000 
| ee aa thas) 6 besscerpsinn « 7s dasaadornceal os. 32,000 

Office supplies, equipment and NICE OS age a Ae ORAS RRRE ets 19,000 
meen re, ae Se ee ae Oe 17,000 
Consulting Committee expenses... 0.2.0.0... e eee eecceececcc 11,000 
RE eg dls 62 8 oc. ey OO ola Ou tenty 8,000 
| Communications and BEEN Gar ned. c at p note coat ois bee 7,000 
260,000 
NN ts og 872 E42 Yas a2 cn. ccs oeae casas « oot. $ 99,009,000 
Net expenditure provided for by— 

parca a AgricultiresVote 17.................2,.e.se2cc...... $ 124,114,000 

Popermeneuragnenture Vote 05.270. 0. 0.00.8 A Ae 260 , 000 


124,374,000 


Stabilization Board carried forward to 1968-69........................ 24,948,000 
Gross profit on trading operations transferred to equity account........... 417,000 
25 , 865 ,000 


$ 99,009,000 


} 


| Less: Advances from Department of Agriculture Vote 17 through the Agricultural 
} 

. 

Net expenditure of $99,009,000 does not include costs incurred by the Department 
,of Agriculture, the Agricultural Stabilization Board and the Comptroller of the Treasury 
who assist the Commission in the detailed operations of its dairy programs, including 
‘Maintaining records of producer and processor registrations, producer quotas and market- 
ings, preparation of payment documentation and cheques, audit of processors’ records 
and franked mail facilities. Provision should be made for the cost of these services in 
the Canadian Dairy Commission vote for Administration, Operation and Maintenance 


‘so that the total cost of administering the dairy price-support programs will be assembled 
in one vote. 


272. Canadian Film Development Corporation. This Corporation was established 
in March 1967 by the Canadian Film Development Corporation Act, 1966-67, c.78, and 
Consists of six members appointed by the Governor in Council and the person holding 
the office of Government Film Commissioner. Its objects are to foster and promote 
the development of a feature film industry in Canada. 

_ At March 31, 1968 only four members had been appointed and the Corporation had 
not entered into any financial transactions. 
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273. Canadian Livestock Feed Board. This Board was established in November 196t 
by the Livestock Feed Assistance Act, 1966-67, c.52, and consists of from three to five 
members appointed by the Governor in Council. The objects of the Board are to ensurt 
the availability of feed grain to meet the needs of livestock feeders; the availability o 
adequate storage space in Eastern Canada for feed grain; and the maintenance o 
reasonable stability in, and fair equalization of, feed grain prices in Eastern Canad 
and in British Columbia. 

The following summary shows the expense of the Board for the year ended Marel 
31, 1968: 


Assistance on feed grains— 


PPCICNE «:. ds dine 4S x ah oa «chia beige Mniege ene age es ee ee $ 21,339,000 
SPAT ELIE G oo we sip. sls po 5, SRR oth Ie eee RO pa eae egal aE 89,000 
$ 21,428,000 
Administration— 
Salaries and employee benefits.......... prem ery 95,000 | 
Accounting and cheque issue ServiceS............-.eece eee ee sees 50,000 | 
ACCOM MOURTOMA is 42s obi iad ales el. ee ee Pe 20 , 000 | 
SE PC Gh TLC PETING WAL cre at eke oti Dec Aee oot tease eee cate mcaie ce eon ee 17,000 | 
Ciree eqUIpInent and TTMMSHINGS, .. ss feo fe ee ae he eae eee 14,000 | 
AG wertisiny and publicity 3.3’); Gye. cate ld ea ae wean ete «ee eee 10,000 | 
StAIOnery ATI OFnCe BUDDIES. <5 givkc aden sun weeicun oud oaees ae ee 8,000 | 
CPE OE lea ci ete aa ie TS ETE icine WATE EG OR ee ena eee 14,000 | 
ee 
228,000 | 
Total expense 22), fintca ger. cae EES Ree OA eo Sean teen or eee $ 21,656,000 | 
es | 
Total expense provided for by— | 
Department of Forestry and Rural Development, Votes 40 and 45.............. $ 21,582,000 | 
Government departments which provided certain major services without charge. . 74,000 | 


$ 21,656,000 


The major services provided without charge were employee benefits by the Treasur; 
Board, accounting and cheque issue services by the Department of Finance, and accom 
modation by the Department of Public Works. It is the general policy that Crow: 
corporations pay for these services and provision should be made for these costs in th 
appropriation for the administration and operation expenses of the Board. | 

At March 31, 1968 action was being taken to recover an overpayment of $21,00) 
in respect of an assistance claim, and the Board had a contingent liability in respec 
of a claim for freight assistance in the amount of $61,000 that was the subject 0 
litigation. 


274. Canadian National (West Indies) Steamships, Limited. The operations of thi 
Company ceased in 1958 on the sale of its fleet of eight vessels to Cuban interests. | 
The Crown’s equity in the Company at December 31, 1967 was $556,000 represente: 
by cash, $100,000, and a final instalment of $470,000 receivable under an agreement oO 
sale, less a liability of $14,000 in respect of unclaimed matured bonds. During the year th 
Company earned bank interest of $3,200 and made disbursements of $200. | 
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| On February 29, 1968, $95,000 was transferred from the Company’s bank account 
to a special account in the name of the Company in the Consolidated Revenue Fund. 
+ The balance receivable under the agreement of sale represents the final instalment 
due August 19, 1963 under terms of a letter of credit confirmed by the Bank of America, 
Payment continues to be prohibited by the Cuban Assets Control Regulations of the 
United States of America dated July 8, 1963, despite efforts of management to obtain 
release of the funds. 

_ As the only remaining function of the Company is the collection of this final instal- 
ment under the agreement of sale, consideration should be given to the transfer of this 
| account to the Crown and the surrender of the Company’s charter. 

| 


275. Canadian Overseas Telecommunication Corporation. This Corporation was 
constituted in 1949 by the Canadian Overseas Telecommunication Corporation Act, 
| R.S., c.42, to establish, maintain and operate external telecommunication services gen- 
erally and to co-ordinate Canada’s external telecommunication services with those of 
other nations. 
The Crown’s equity in the Corporation was $75,647,000 at March 31, 1968 compris- 
ing advances of $52,383,000 and a surplus of $23,264,000. 
| The Corporation received advances of $5,500,000 during the year to finance in part 
the acquisition of capital assets and repaid $2,891,000 on advances received in prior 
years. Additions to capital assets amounted to $7,173,000 and at March 31, 1968 the 
estimated cost of completing approved capital projects was $26,570,000 of which 
$19,087,000 relates to the year ending March 31, 1969. 
| The following is a summary of income and expense of the Corporation for the past 
two years: 


Year ended March 31 


1968 1967 
t Income— 

) Telegraph, telephone, telex, circuit rentals, satellite, etc........... $ 24,502,000 $ 21,213,000 

Expense— 
Salaries, wages and employee benefits....................-0000. 6,008 , 000 5,070,000 
DpORU ITEM te es foe ov de bbc bua decent cat 5,892,000 5, 283,000 
fe a 2,621,000 2,279,000 
| 0 SO Genome a 2 2,433,000 2,357,000 
Maintenance and repairs—plant and equipment................. 1,073,000 1,142,000 
| UUM os oc icsee s ccn vs tive eG cecbe 730,000 699, 000 
18,757,000 16,830,000 
Estimated amount recoverable from Commonwealth Network..... 2,216,000 2,697,000 
16,541,000 14,133,000 
ne al A pC a a a rr 7,961,000 7 080,000 
meee PINE Pk I Ls as ose hoe co bcc vac dunacue oes 3,970,000 3,530,000 


eT as $ 3,991,000 $ 3,550,000 


192 AUDITOR GENERAL’S REPORT, 1967-68 


Income for the year increased by $3,289,000 of which $1,714,000 related to a globa 
commercial communications satellite system in which the Corporation is participatins 
and which went into operation for the first time in April 1967. Facilities of the Depart 
ment of Transport were again used during the year in connection with this operatior 
pending the construction of the Corporation’s own ground station, scheduled for com 
pletion early in 1969. The balance of the increase was attributed to a greater volume o: 
telephone, telegraph and telex traffic. 

Expense increased by $1,927,000 while the estimated portion recoverable from thi 
Commonwealth network decreased by $481,000, resulting in an increase of $2,408,00( 
in the expense charged to operations. Of this increase, $938,000 related to salaries, wage; 
and employee benefits, largely the result of increased salary scales and wage rates, ani 
$609,000 to depreciation, due to the increased investment in capital assets. 


276. Canadian Patents and Development Limited. Section 17 of the Nationa 
Research Council Act, R.S., c. 239, provides for the incorporation of one or more com 
panies by the National Research Council of Canada for the purpose of exercising certail 
of the powers conferred upon the Council. Under this authority Canadian Patents anc 


Development Limited was incorporated in 1947 under the Canada Corporations Act 


R.S., c. 53, for the purpose of making available to industry, through licensing arrange 
ments, the inventions and new processes developed by the Council. The services of thi 
Company, which is located in Ottawa, are also available to government departments 
publicly supported institutions and universities. | 

At March 31, 1968 the Crown’s equity in the Company was $1,219,000, comprisin; 
capital stock of $296,000 and surplus of $923,000. | 

The following is a summary of the results of the Company’s operations for the pas 
two years: 


| 
| 


f 


Year ended March 31 


1968 1967 | 

Income— | 

Royalties, liconsing fecapetoms «8, Poste Ueyebow Ti aes en $ 368,000 $ 393,000 | 
Less: Costs of licensing rights and related technical assistance, etc. 57,000 44,000 
311,000 349 , 000 

CIA occ hi oe a cts a Piha Moetad baa RE peek sans ae Ni ke eae eae eee 75,000 72,000 

386,000 421,000 

Expense— | 
PUD S oiiiay dpe omen aR aos OG ae RA CA Ae 188 , 000 140,000 

Promotion and development, including $10,000 ($70,000 in 1966-67) 

prepaid promotion and development expense written off.......... 124,000 143 , 000 

Patent attorneys’ fees and other patenting costs................00. 84,000 78,000 | 

Services provided by National Research Council of Canada......... 20,000 20 , 000 

PARLOR A LURE T Ts eee oe fed ee ee ce te ke LE ee 16,000 20 , 000 

CPE ds Ss Se aed oy ee ee ratte Le a 13,000 16,000 


445,000 417,000 
Prbt toes STORE Lies Gyn ee og ete ee ee et ae ee ee $ 59,000 §$ (4,000) 


EE 
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The decreased income from royalties, licensing fees, etc., is largely attributable to 
/ a very substantial reduction in royalties received on one invention. The increase in the 
» cost of licensing rights and related technical assistance was due to ine 


| reases in royalties 
| payable under agreements with universities and other agencies and j 


n royalty proceeds 
required to be paid to a British Crown corporation. 
The increase in salaries resulted from an increase in staff in the latter part of the 
_ preceding fiscal year and a general salary revision. 


The decrease in promotion and development expense resulted from the substantial 
| decrease in the write-off of prepaid promotion and development expense offset by an 
increase in other costs in this category. This increase is attributable to greater emphasis 
being placed by the Company on assistance to licensees in the development, and in 
' some cases pre-production, of inventions. 

| The increase in the cost of patent attorneys’ fees and other patenting costs resulted 
from the filing of a larger number of patent applications with consequent increases in 
- fees paid to patent attorneys and various governments. 


The decrease in the awards to inventors resulted from the lower income from royalties 
and from a decrease in the proportion of royalties which were subject to the higher 
rates at which awards may be computed. The decrease in other expense is accounted 
for by decreases in office Stationery, supplies, equipment and furnishings and legal fees, 
| offset by increases in miscellaneous expense and travel. 


277. Centennial Commission. The Centennial Commission was established by the 
Centennial of Canadian Confederation Act, 1960-61, c. 60, to promote interest in, and 
to plan and implement programs and projects relating to the Centennial of Confederation 
‘in Canada. The Commission consisted of a commissioner, an associate commissioner and 
twelve directors, all appointed by the Governor in Council. Pursuant to Secretary of 
State Vote 1c, Appropriation Act No. 1, 1968, 1967-68, c. 34, the Commission ceased to 
exist on April 1, 1968; all rights and property, and all obligations and liabilities of the 
Commission, existing before that day, were directed to continue as the rights, property, 
obligations and liabilities of the Crown; and the Secretary of State was authorized to 
close out the affairs of the Commission. 


The Centennial of Confederation Fund established under section 10 of the Act in 
the Consolidated Revenue Fund had a balance of $4,715,000 at April 1, 1967. During 
the year $13,235,000 appropriated by Parliament was credited to the Fund and $10,697,000 
granted to provinces for approved projects was charged thereto, leaving $7,253,000 in 
the Fund at March 31, 1968. 

At March 31, 1968 the Commission had commitments outstanding amounting to 
$2,892,000 under the Confederation Memorial Program, in respect of uncompleted 
memorial projects in four provinces and the Northwest Territories, and to $4,361,000 
under the Centennial Projects Program in respect of projects of a lasting nature initiated 
dy municipalities or local agencies and approved by provincial authorities. The balance 
df $7,253,000 in the Centennial of Confederation Fund was available to the Secretary 
of State to meet these commitments. In addition, liabilities amounting to an estimated 
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$185,000 were outstanding at March 31, 1968 in respect of administration ($30,000) anc 
programs and projects of national significance ($155,000), for which funds have beer 
provided from Treasury Board Vote 5, Contingencies, subject to the submission of ar 
item for consideration with Supplementary Estimates, 1968-69. 

The following is a summary of expenditure for the past two years and the cumulativs 
figures since the establishment of the Commission: 


Cumulative 
Year ended March 31 to 
—_ March 31, 
1968 1967 1968 
Programs and projects of national significance....... $ 13,370,000 $12,519,000 $ 37,689,000 
Grants to provinces for approved projects of a last- 
AOE TEROVING fies ak te cee en ws aes Berta 10,697,000 18,840,000 34, 982,000 
Administration expense— 
Salaries and employee benefits................45- 1,733,000 1,522,000 4,838,000 
Joxiubite; displays and fini , 2 cys ee er eee 1,221,000 1,484,000 3,004, 000 
Professional and special services......... hs ee 930 , 000 864,000 2,246,000 
Travel. 5. Sa ee eee ee ee eee 181,000 212,000 634, 000 
Telephone and telegraph...) ... 0. rumen er er i 151,000 105,000 321,000 | 
‘Aecommodation. ior. 6S Ake. <ic pry as ates cee os 107 ,000 95,000 342 , 000 | 
Informational programs and publications.......... 101,000 187,000 400 , 000 
Stationery, supplies and office equipment.......... 99 ,000 149 , 000 378,000 | 
Others joa ee JEL OMA oe ee. eee 273,000 265,000 751,000 | 
4,796,000 4,883,000 12,914,000 | 
FLOUGL Gx eiitures «os wee ck: bo.-s tou nee acne ene $ 28,863,000 $ 36,242,000 $ 85,585,000 | 
ee eet we eee ne ee ES | 
Total expenditure provided for by— | 
Parlismentary Appropridtons: < . 520.6660 4 dence $ 28,678,000 $ 36,076,000 $% 85,069,000 | 
Government departments which provided major | 
eervicesiwithout Chargeii.o las ss Aegean a eres 185,000 166,000 516,000 | 


t 


$ 28,863,000 $ 36,242,000 $ 85,585,000 
: 

The main expenditures on “Programs and projects of national significance” 
1967-68 were incurred in respect of: Confederation Train and Caravans, $5,004,00) 
(including $447,000 for promotion); Performing Arts, $2,222,000 (including $376,00) 
for promotion); Youth Travel, $1,345,000 (including $43,000 for promotion) ; Promotio) 
of Centennial Abroad, $880,000; National Capital, $489,000; Centennial Medals an: 
Medallions, $332,000; and Publications Assistance, $322,000. 

The Caintnietton reached its peak level of activity midway through the Centennia 
Year. With the conclusion of some activities earlier than others and the general reductio) 
in all activities after the Centennial Year, administration expense decreased by $87,00 
to $4,796,000 for the year ended March 31, 1968. 

An expenditure of $65,000 was incurred in connection with a proposed spectadia 
on Parliament Hill which was subsequently cancelled (see paragraph 74 of this Report) 


278. Cornwall International Bridge Company Limited. This Company, owne: 
equally by The St. Lawrence Seaway Authority and the Saint Lawrence Seaway Develop. 
ment Corporation, a United States Government corporation, has been in process 0 
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winding up since July 3, 1962. At that time the Company ceased to operate the toll 
bridge system across the St. Lawrence River between Cornwall, Ont., and Rooseveltown, 
N.Y. The toll bridge system is now operated by The Seaway International] Bridge Cor- 
poration, Ltd., a subsidiary of The St. Lawrence Seaway Authority. 


| As of September 29, 1967 the remaining assets of the Company were equally dis- 
tributed to the Seaway entities. The application for surrender of its charter was accepted 
by the Registrar General who fixed May 27, 1968 as the date upon which the Company 
was dissolved. 


279. Crown Assets Disposal Corporation. This Corporation was established in 1944 
by the Surplus Crown Assets Act, £.S., c.260. With certain specified exceptions, the Cor- 
poration is responsible for the disposal of the surplus assets of al] government depart- 
ments and most of the Crown corporations and agencies. The Corporation has entered 
‘into agreements with Britain and the United States whereby it also disposes of surplus 
property held by them in Canada. The Corporation has its head office in Ottawa and 
sales offices in a number of cities across Canada. 


As has been the case for a number of years, the Corporation was authorized for 
the 1967-68 year to retain 4% of the net proceeds of sales of lands and buildings and 
10% of the net proceeds of all other sales to meet its administrative and other expenses. 
A summary of the Corporation’s income and expense for the year together with com- 
parable figures for the preceding year follows: 
| Year ended March 31 


1968 1967 
Income— 
Portion retainable by the Corporation from net sales and other 
Ct oe outa" ot eaters ee a i $ 1,181,000 $ 1,918,000 
Expense— 
OE IES Oe ee ee 719,000 659, 000 
} EE 61,000 57,000 
ag ge ah ance awl bb aac ce cued eg 59,000 57,000 
Printing, stationery and office OSM Ie ea nee kee a eS 41,000 37,000 
Telephone, telegrams and postage........................-..... 40 ,000 34,000 
ek ER gu et le oe 27 ,000 21,000 
EEE, ey One a es 15,000 15,000 
| Office furniture and equipment........................-0--0---e. 14,000 14,000 
ere eee re, ee EE beh 13,000 6,000 
Pe OT CE ee | 
989 , 000 900 , 000 
| Excess of income over ee oe ees ck so ee le eS $ 192,000 $ 1,018,000 


The $737,000 decrease in income was due to a decrease of $11 million in sales, The 
89,000 increase in expense was largely accounted for by an increase of $60,000 in 
alary costs resulting primarily from a general increase in rates and an increase from 
13 to 119 in staff. 


196 AUDITOR GENERAL’S REPORT, 1967-68 


Pursuant to section 81 of the Financial Administration Act, the Corporation was 
directed to pay to the Receiver General, as of March 31, 1959 and from time to time 
thereafter, but at intervals of not longer than six months, all of its surplus in excess of 
$100,000. Consequently, the $192,000 excess of income over expense for the year was 
paid to the Receiver General, leaving the surplus unchanged at $100,000. 

The equity of the Crown in the Corporation’s Agency Account at March 31, 1968 
was $7,257,000 compared with $7,298,000 at the end of the preceding year, largely 
represented by amounts totalling $6,351,000 receivable under long-term interest-bearing 
sales agreements. 

The transactions in the Agency Account during the year, compared with the pre- 
ceding year, are summarized as follows: 


Year ended March 31 
1968 1967 


Sales made on behalf of — ' 
CHT ok ee es ee NESE Fes eth Garant eee $ 14,114,000 $ 24,952,000 
CER OES cs bso iv bes Reveals BSR Rt Rs. ee ee 301, 000 706 , 000 
Trrtores te ee Se it eile a rie ea Ova ouaaee ener 375,000 204 , 000 
14,790,000 25 , 862,000 
Lese* Direct costeirelatine toisales watcha... s 5 es oe ne as ee ee 20,000 36,000 
14,770,000 25 , 826, 000 
Add: Reduction of prior years’ provision for doubtful account...... 3,000 aa 
14,773,000 25 , 826, 000 
Deduct: : 
Portion retainable by the Corporation from net sales and other | 
INVCOMIE CATTION 2a aaae ele ..& noe Memes eee, he 1,181,000 1,918,000 | 
Remittances to the Receiver General nci5 68 oo5 3 ees. oe eee 13 , 362, 000 20,990, 000 | 
hha vera bate Cet i eset owe eile ca bien le ce thd ts ON ee 275, 000 617,000 | 
14,818,000 23 , 525,000 
Decrease (increase) in equity— . 
CORT esos ees, eae a sks, BE a Gite etn rine cs Re ar Eee 41,000 (2,284,000) | 
Cyititees oc Gis ae Rates td A, ieceat tc oph lee aa ed 4,000 (17,000) 
$ 45,000 $ (2,301,000) 


The decrease of $11,243,000 in sales comprises decreases of $6,321,000 in sales 0: 
lands and buildings and $4,922,000 in other sales. There were no exceptionally lange 
sales during the year comparable to those of the preceding year. 

In its Seventh Report 1964-65 the Public Accounts Committee recommended thas! 
the sales and inspection procedures of the Corporation be revised with a view to improv: 
ing sales techniques. Following the merging of the Supply Division into the Commodity 
Sales Division in 1966, the Corporation created a management planning unit in Decem: 
ber 1967 to undertake market research, analyses of sales procedures and performance 
and the forecasting and development of new business. | 

280. Defence Construction (1951) Limited. This Company was incorporated ir 
1951 under the Canada Corporations Act, R.S., c.53, pursuant to the authority in section fl 
of the Defence Production Act, R.S., c.62. | 


| 
; 
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| The Company is responsible for awarding and supervising contracts for defence 
- construction projects and it may also assist civilian agencies of the Government. Funds 
_ to finance projects are provided by the departments concerned, or by the United States 
' Government for defence projects in Canada undertaken on its behalf. Expenditures on 
_ defence construction projects approved by the Company for payment by the Department 
| of National Defence and by the United States Government decreased by $7 million 


| from $30 million in 1966-67 to $23 million in 1967-68. 


. The following is a summary of expense and income for the past two years: 


Year ended March 31 


1968 1967 
Expense— 
Salaries and living allowances $ 3,310,000 $ 3,265,000 
oo Wee Ce TLE SUSI ire cr 245,000 240,000 
| ROL oe eee ee os ci ee cece... 185, 000 186 , 000 
I tM Bs ie oe occ ee eee keel, 308 , 000 358 , 000 
4,048,000 4,049 , 000 
Income— 
Reimbursement for engineering and administrative services......... 1,769,000 1,776,000 
aera Me Ire foci 6d). ceva ed. oc. 0 kc. be 1,000 1,000 
1,770,000 1,777,000 
) ee el ee asic tier dus os sttince $ 2,278,000 $ 2,272,000 
Net expense provided for by— 
: Department of National Defence Vote 55....................... $ 2,230,000 $ 2,192,000 
Government departments which provided major services without 
At MT A. SA eran i. nium donetsinen oh, «anade tt 48 , 000 80,000 


2,278,000 


$ 2,272,000 


Higher salary rates more than offset the savings resulting from a staff decrease of 
15 employees. 


As noted in our 1967 Report (paragraph 237), the Royal Commission on Govern- 
‘ment Organization, reporting on its study of real property, recommended that the 
Company be transferred to a real property organization or bureau to be established 
under the supervision of the Deputy Minister of National Defence. As a first step, 
control of the Company was transferred in 1965 from the Minister of Industry to the 
Minister of National Defence. A review was then undertaken by the Bureau of Manage- 
‘ment Consulting Services of the Public Service Commission to determine the desirability 
of retaining the present corporate structure. The Bureau’s report issued in January 
1968 recommended that the Company retain its present status as a Crown corporation 
Teporting to the Minister of National Defence. 

281. Eldorado Aviation Limited. This Company was incorporated in 1953 under 
the Canada Corporations Act, R.S., c.53, and is a wholly-owned subsidiary of Eldorado 
Mining and Refining Limited. Operating from headquarters in Edmonton, it provides 
air transportation services mainly for its parent company and N orthern Transportation 
Company Limited, another wholly-owned subsidiary of Eldorado Mining and Refining 
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Limited. These two companies share the cost of operations of Eldorado Aviation Limited 
on a “cost per ton-mile” basis. 

The equity of Eldorado Mining and Refining Limited in the Company at Decem- 
ber 31, 1967 comprised capital stock of $28,000 and surplus of $254,000. 

The following is a comparative summary of the net expense of the Company for 


the past two years: 
Year ended December 31 


1967 1966 

Salaries, wages and employee benefits............... se eeeeeeeeees $ 266,000 $ 250, 000 
Suppose i cc carviaiann ai seeGranth Gere did emo ek baat y ae teen ene 181,000 164,000 
jh eat See IIe Re car rR Raricory  c eyr ns ie 124,000 130,000 
Hangar Ox pense...) to. ces eae de Ramey Hes 5pm e viele pe wm 55,000 49 ,000 
Denrecistion dace chs same cee an ce oor ora ee een ne 30,000 29 , 000 
Fy PO, sick is eee Seo Se es chk Ge NT eee nr eee ena 26,000 19,000 
ate ie dio Mac Kin Oe eset ats aks Cee Ra a SS oe tae te cae a 23,000 29 , 000 

705 , 000 670,000 
Diiacetbanentis TuGGMme noe. soy oo Cokes eee oe cl eee aes Re eee 37,000 73,000 
INGER DOIGG iy. e caguncece ee so dete ea teae rene Oo encen oan ee asec $ 668,000 $ 597 , 000 


The increase of $16,000 in salaries, wages and employee benefits was due mainly 
to an increase in the number of employees from 30 to 32 together with an increase in 
salary rates effective May 1, 1967. The increase of $17,000 in supplies was due tc 
increased consumption of gasoline and oil resulting from increased ton-miles flown on 
regular freight and passenger flights. Insurance increased by $7,000 as a result of 2 
general increase in rates and the withdrawal of the no-claim bonus following the crask 
and total loss of a Sikorsky helicopter. The proceeds of insurance amounting to $47,500 
exceeded the net book value of the helicopter by $26,700 and this sum was credited tc 
surplus. Miscellaneous income decreased by $36,000 due to a reduction in the time thai 
Company aircraft were rented to private operators. 

The net expense for the year was recovered by the Company from Eldorado Mining 
and Refining Limited and from Northern Transportation Company Limited in the 
amounts of $544,000 and $124,000 respectively. | 


282. Eldorado Mining and Refining Limited. This Company was incorporated ir 
1945 under the Canada Corporations Act, R.S., c.53, following expropriation in 1944 
of the shares of a privately-owned company. The principal functions of the Company 
are to produce, refine, procure and sell uranium and allied products. The head office 
of the Company and the Research and Development Division are in Ottawa, the Beaver. | 
lodge mine is near Uranium City, Sask., and the refinery and administrative office: 
are in Port Hope, Ont. | 

The equity of the Crown in the Company at December 31, 1967 amounted A 
$52,032,000 comprising capital stock of $6,586,000 and surplus of $45,446,000. ! 

In 1962 the Company contracted to sell to the United Kingdom Atomic Energy 
Authority 24,000,000 pounds of uranium concentrates between the years 1962 anc 


| 
| 
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1971. At the same time, the Company contracted to purchase 20,917,000 pounds of 
uranium concentrates from six producers, leaving a balance of 3,083,000 pounds to be 
supplied from the Company’s own mine. The sales contract provided for the deferment 
of payment on 4,800,000 pounds delivered in 1962 to 1966 until the later years of the 
contract period. The amount of $25,719,000 thus deferred was initially to be recovered 
in equal annual instalments during the years 1971-73. On March 11, 1968, by a sup- 
plemental agreement, the Authority agreed to pay $18,000,000 on April 4, 1968 and 
$4,896,000 on or before April 4, 1969 in full and final settlement of the account. On 
March 20, 1968, by a second supplemental agreement, the Authority agreed to various 
increases in the unit price for 4,915,693 pounds to be delivered in the period from Sep- 
tember 1968 to October 1971. Sales contracts with two other parties were completed 
during the year which provide for payment to be made following shipment as required 
from time to time before December 31, 1975. A balance of $7,979,000 is receivable under 
these contracts. 

All costs in connection with the procurement of concentrates from other producers 
are recovered. Up to the end of the previous year, sales of concentrates procured from 
other producers exceeded costs and expenses by $1,131,000. During the year the excess 
_ of costs and expenses over sales amounted to $12,000, leaving a balance of $1,119,000 

to be offset against deliveries in future years when costs of procurement will exceed 
| the amount of the sales. 
| The Governor in Council granted authority in 1963 and 1965 for the entry into 
| contracts between Her Majesty the Queen in right of Canada, represented by Eldorado 
_ Mining and Refining Limited, and certain other uranium producers for the purchase 
| of uranium concentrates for stockpiling by Canada. At December 31, 1967 the Company 
_ was the custodian of uranium concentrates thus acquired at a total cost of $69,810,000. 
| Funds for the acquisition of these concentrates were provided by parliamentary appro- 
" priations and accordingly their cost was not included in the accounts of the Company. 

The following is a summary of income and expense for the past two years: 


{ 


} Year ended December 31 


1967 1966 
Income— 
Sales of uranium concentrates, uranium metal and related products, 
and revenue from refining services...................eee00...$ 14,524,000 $ 14,297,000 
Expense— r 
Cost of products and services sold...............00cceeeeeeeeee 12,293,000 12,505,000 
ee Ek ee ee ee 630 , 000 670,000 
EE SN ET ne 629, 000 692,000 
Case emer SN Ie ON a Ps 223 , 000 = , 000 
Administration, selling, municipal taxes, etc..................05. 1,181,000 922,000 
14,956,000 15,195,000 
I ERIN anc av aagonsavsnnes we soe 
Interest and other non-operating income (net)..................-. 702,000 1,074, 


Teen nn eee on tums stun ene’ $ 270, et: $ 176 ,000 
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Sales of uranium concentrates totalled 2,201,000 pounds in 1967 compared with 
1,988,000 pounds in 1966, an increase of 213,000 pounds. Revenue from sales increased 
by $1,172,000 as a net result of sales of $6,414,000 to a company in Japan, $3,303,000 
to the Hydro-Electric Power Commission of Ontario and $2,849,000 to Canada’s 
stockpile, offset by decreases of $9,440,000 in sales to the United Kingdom Atomic 
Energy Authority and $1,954,000 in sales to the United States Atomic Energy Commis- 
sion. This increase in revenue was in part offset by a decrease of $945,000 in income 
from refining services and sales of special products. The most significant items were 
decreases in the refining contracts for the United States Atomic Energy Commission, 
$496,000, and the Canada stockpile, $226,000, together with a decrease in the sale 
of depleted uranium, $277,000. 


The decrease of $183,000 in exploration costs relates chiefly to a group of claims 
near Beaverlodge, Sask., where exploration work has ceased. The claims are now being 
developed in preparation for mining operations. 


Selling expense, which increased by $102,000 over the previous year, includes com- 
mission of $199,000 paid on the sale of 1,000,000 pounds of uranium concentrates to. 
the Japanese company. This had no counterpart in 1966. 


There was an increase of $71,000 in the grant in lieu of municipal taxes paid to) 
the Municipal Corporation of Uranium City due to an increase in the mill rate. Small 
increases in grants were also paid to the City of Ottawa and the Town of Port Hope. | 


The decrease of $372,000 in interest and other non-operating income was due mainly 
to a reduction in profits on disposal of capital assets, $146,000, and to smaller sums 
being on deposit with the Receiver General and the Company’s bankers throughout the | 
year resulting in a diminution of interest, $124,000. In 1967 the Company did not 
finance the Canada stockpile and as a consequence no interest was earned; $45,000 was | 
earned in 1966. | 


' 
| 


No provision for income tax has been required for the past two years, the Company 
having no taxable income because of amounts claimed as allowances for scientific 
research, capital cost and depletion. 


: 
283. Export Credits Insurance Corporation. This Corporation was established in- 


1944 by the Export Credits Insurance Act, R.S., c.105, to provide insurance to Canadian | 
exporters against the risk of non-payment by foreign buyers. The Corporation, which has 
its head office in Ottawa and branches in Montreal, Toronto, and Vancouver, is intended | 
to operate on a self-sustaining basis from premiums charged on contracts of insurance. | 
However, section 21 of the Act provides that, where the Corporation is of the opinion’ 
that a proposed contract of insurance will impose upon it a liability for a term or in’ 
an amount in excess of that which the Corporation would normally undertake, the’ 
Governor in Council may authorize the Corporation to enter into the proposed contract. | 


| 
| 
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In the event of a loss under section 2] (there has been none) tl 


discharge the liability would be paid from the Consolidated Reve 
of $600 million. 


1e moneys required to 
nue Fund up to a limit 


In order to further promote Canadian exports, an amendment to the Act in 1959 
introduced section 214 which permits the Corporation, with the authority of the 
Governor in Council, to provide long-term financing for export sales of capital goods 
and services. Funds for this purpose are provided out of the Consolidated 
up to a limit of $500 million. 


Revenue Fund 


The Crown’s equity in the Corporation at December 31, 1967 was $199,420,000 
consisting of share capital of $5,000,000, capital surplus of $5,000,000, an underwriting 
reserve of $6,000,000 and earned surplus of $3,844,000, together with advances and 
accrued interest totalling $179,576,000 in respect of long-term financing of s 


ales agree- 
ments under section 214 of the Act. 


The underwriting reserve, established to provide for losses on contracts of insurance 
entered into on the Corporation’s own account, remained unchanged at $6 million. At 
December 31, 1967 the reserve amounted to 3.67% of the Corporation’s liabilities under 
these contracts of insurance compared with 4.3% of the corresponding liabilities at the 
end of the preceding year and 3.8% at the end of 1965. 


Export sales insured by the Corporation on its own account during 1967 totalled 
$214 million compared with $155 million in 1966. Export sales insured under section 21 
of the Act totalled $24 million compared with $52 million in 1966. At December 31, 1967 
the liability of the Corporation for contracts of insurance totalled $369 million of which 
$167 million was for contracts entered into on its own account and $202 million was for 
contracts entered into under section 21 of the Act. Premiums and guarantee fees earned 
on risks insured on the Corporation’s own account amounted to $7 62,000 compared with 
$694,000 in 1966. The Corporation’s portion of premiums earned in respect of contracts 
entered into under section 21 of the Act amounted to $138,000 compared with $347,000 
in 1966. 


At December 31, 1967, after seven years of operation in the field of direct long-term 
financing of export sales under section 214 of the Act, the Corporation had entered 
into agreements totalling $387 million. A total of $246 million had been disbursed of 
which $56 million had been repaid, leaving a balance on loan of $190 million compared 
with $174 million at December 31, 1966. The Corporation’s portion of interest and 


_ guarantee fees earned in respect of long-term financing agreements amounted to $325,000 
in the year compared with $400,000 in the previous year. Notes for $15 million which 


Mature within two years were held for the account of Export Finance Corporation of 


Canada, Ltd., a subsidiary of the Canadian chartered banks, to whom they had been 


sold. However, as the notes are unconditionally guaranteed by the Corporation, it con- 
tinues to be responsible for the collection of the principal and interest. 
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The following is a comparative summary of operations for the past two years: 


Year ended December 31 


1967 1966 
Income— 
Premiums, fees and interest earned? . 7... cas os ce ee ee es $ 1,225,000 $ 1,441,000 
Expense— 
Salaries and ‘eniployee Benefits... «5. sa angle de scent oenetes oe ee 653 , 000 594,000 
Feeback Pipi we he nm ree ene ee 64,000 54,000 
Stationery, printing’and offices 9.4.05". oeanwae cen ee ct ae 52,000 37,000 
Travell <. 22h... ica w aleurone 43,000 39,000 
Conimunications: s 4 Ug. alis ei 2 detenme Loerie s date ee 27,000 23,000 
CEU es. Solace, ok em Se weedeat oe wae ea aie ee 87,000 93 , 000 
926 , 000 840 , 000 
CV POT ATE ITC OTN | 5 «isa 5 ie sic ao presets outs ce eee eat eee nea a 299 , 000 601,000 
Policyholders’ claims— 
Paymetitas. sw destewes tweed « Heese Rowe aah acetate. ater ey ope ae 1,708,000 771,000 
TECOVERICR’ oor 5 i ee eee ok ee se each ee ela 256 , 000 161,000 
1,452,000 610,000 
Excess of policyholders’ claims over operating income.............. 1,153,000 9,000 
Inferéstecuriirvestimentansnvt Gr «is bone aoe, cates oo eee ee cee ae 286 , 000 323 , 000 
Excess! of expense Over-income.|.~...) 2 he)..,dycee ke does Oe ale a $ 867,000 $ (314,000) 


The increase of $86,000 in expense resulted mainly from an increase of $55,000 in — 
salaries, of which approximately $16,000 was due to staff increases and $39,000 to salary 
increases. 

The following is a summary of transactions in respect of claims paid to policy- 
holders: 


Type of Outstanding Claims Amounts Written Outstanding 
claim Jan. 1, 1967 paid recovered off Dec. 31, 1967 
Insolvency........ $ 269,000 $ 56,000 $ 5,000 §$ 90,000 $ 230,000 
sefariiizes. yh oe. 422,000 283 , 000 64,000 26,000 615,000 
Exchange transfer. . 415,000 1,369,000 187,000 — 1,597,000 
RGN ae ae 12,000 — —- = 12,000 


—- errr... 


$ 1,118,000 $ 1,708,000 $ 256,000 $ 116,000 $ 2,454,000 


The large increase during the year in the amount outstanding was due mainly to — 
a& payment to an exporter to Egypt because of foreign exchange transfer difficulties in 
that country. The Corporation anticipates making substantial recoveries from the total — 
outstanding amount of $2,454,000 and the amounts recovered will be recorded as income | 
in the year in which the recoveries are effected. 


¥ 
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284. Farm Credit Corporation. This Corporation was established in 1959 by the 
Farm Credit Act, 1959, ¢.43, to make, administer and Supervise long-term mortgage 


loans to farmers. The Corporation also administers the Farm Machinery Syndicates 


Credit Act, 1964-65, c.29, which authorizes the making of loans to qualified syndicates 
of three or more farmers for the purchase of farm machinery for their co-operative use. 
The head office of the Corporation is in Ottawa and there are seven provincial branch 
and 127 field offices including the offices of 31 district supervisors. 

The Crown’s equity in the Corporation at March 31, 1968 was $949,451,000 com- 
prising: capital, $35,500,000; loans from Canada, $886,185,000 (of which $2,290,000 was 
in respect of the Farm Machinery Syndicates Credit Act); accrued interest on loans 
from Canada, $26,220,000; Reserve for Losses under the Farm Credit Act, $1,529,000; 
and retained earnings from operations under the Farm Machinery Syndicates Credit Act, 
$17,000. 

During the year, 11,559 loans amounting to $251,228,000 were made under the 
Farm Credit Act compared with 11,632 loans totalling $234,447,000 in the previous year. 
Repayments of principal amounted to $83,924,000. Loans outstanding at March 31, 
1968, with accrued interest, amounted to $944,418,000 compared with $770,554,000 at 
March 31, 1967. 

The following is a summary of the income and expense of the Corporation under 
the Farm Credit Act for the past two years: 


Year ended March 31 


1968 1967 

Income— 
Serene rte, sr ea ee PRE, oh oe $ 43,202,000 $ 34,152,000 
Deduct: Interest on loans from Canada.................... 41,990,000 32,194,000 
1,212,000 1,958,000 
Appraisal, supervision and legal fees, etc.................... 1,269,000 1,152,000 
2,481,000 3,110,000 

Expense— 
Salaries and employee benefits...............0-.cceccceuee 4,822,000 4,453,000 
ee ee ee 594,000 532,000 
Puen nC een 396 , 000 305 , 000 
Postage, express, telephone and telegraph.................. 138 , 000 118,000 
Printing, stationery and office supplies....................- 121,000 112,000 
Rental and maintenance of office equipment................ 91,000 73,000 
ee ee es ee ee ee ee 59,000 46,000 
Appeal Boards—fees and expenses................00e0eeeee 16,000 12,000 
BUMMER IWAN 6 irs gy sp woes de dns cd sdcvisvucuesetes 11,000 16,000 
Renee ee | Cr ed a ed Pi Ek aad els Moe 68,000 48 ,000 
6,316,000 5,715,000 

Less: Portion allocated to operations under the Farm Machin- pe 

Siete A adit: At) oie) nd hive vs kde Cala de 0 wR 26,000 26, 000 
6, 290,000 5, 689,000 
Net operating loss, provided for by parliamentary appropriation.$ 3,809,000 $ 2,579,000 
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With respect to operations under the Farm Machinery Syndicates Credit Act, the 
Corporation had income of $24,000 from earned interest (net) and service charges, and 
allocated expenses of $26,000 to these operations, as shown in the above summary. The 
net loss of $2,000 was charged to retained earnings which amounted to $17,000 at March 
31, 1968. Since the Act came into force on December 11, 1964, the Corporation has 
made 348 loans totalling $2,616,000 repayable over a term not exceeding seven years. 
As at March 31, 1968, loans outstanding totalled $2,211,000 including accrued interest. 
The interest rate of 64% has been increased to 74% on new loans effective November 
15, 1968. 

Section 15 of the Farm Credit Act requires the Corporation to establish a reserve 
out of which may be paid “any losses sustained by the Corporation in the conduct of 
its business”. The section further provides that the Corporation shall credit its net 
earnings each year to this reserve until the amount of the reserve equals the capital 
of the Corporation. At March 31, 1968 the capital of the Corporation was $35,500,000 ) 
whereas the Reserve for Losses was only $1,529,000, having been reduced by $40,000 
during the year due to losses on loans written off. In our reports to the Minister of 
Agriculture under section 87 of the Financial Administration Act on the results of our 
examinations of the accounts of the Corporation, we have for a number of years referred 
to the inadequacy of the statutory lending rate of 5% on loans to farmers and the: 
continuing deficiency in the Reserve for Losses. 


An amendment to the Act assented to on November 14, 1968 provides that the: 
interest rate on new loans to farmers be fixed by the Governor in Council and, on 
November 15, 1968, the rate was fixed at 72%. However, the new rate is applicable only 
to new loans and annual losses will continue with respect to loans made at the formal 
statutory rate so that for a considerable time there will be no net earnings to credit to. 
the reserve. Meanwhile continuation of the policy of recovering the annual operating | 
losses of the Corporation from parliamentary appropriations will prevent further deple- | 
tion of the reserve by such losses. | 
We have recommended to the Corporation that in view of the magnitude of iy 
operations and the growing volume and value of the loans outstanding, consideration 
should be given to the appointment of an internal auditor. He should, in our view, 
report to the Chairman and be given broad terms of reference to include a continuous 


and independent appraisal of the internal controls and operations of the Corporation. 


285. The National Battlefields Commission. This Commission was constituted by 
The National Battlefields at Quebec Act, 1908, c.57, to acquire and preserve the historic’ 
battlefields at Quebec. The Commission consists of nine members, seven of whom are: 
appointed by the Governor in Council and one each by the governments of the provinces’ 
of Ontario and Quebec. | 


At March 31, 1968 the proprietary equity of the Crown in the Commission was! 


$1,627,000 represented by capital assets costing $1,606,000 and working capital of $21,000. 


: 


| 
| 
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The following is a comparative summary 


of the expenses of the Commission for 
the past two years: 


Year ended March 31 


— 


1968 1967 


ee 


Salaries, wages and employee benefits 


‘SiG CADIS wane Gogle a2 ly ee Ee BOO $ 185,000 
Policing services 


Se ee ee a 35,000 27 , 000 
Light, heat, power, gasoline and oil.............................0 15,000 13,000 
Operating supplies and nursery stock................................ 10,000 13,000 
Repairs of roads, driveways, buildings and equipment.................. 10,000 9,000 

| a A Lanham 15,000 22,000 

| 277 ,000 269 , 000 

| iio g hc eas ommscdeniees+spscecs. cca... 74,000 23 , 000 

| $ 351,000 $ 292,000 

———————— = 


The expenses for the year were met to the extent of $3,000 from miscellaneous 
income and to the extent of $348,000 from Department of Indian Affairs and Northern 
Development Vote 35 which authorized payments to the Commission for the purposes of 
_ the Act in the amount of $354,000. 
| Funds contributed by provincial governments and others, which may be used only 
| for the acquisition of land with prior parliamentary approval, amounted, with interest, 
to $36,000 at March 31, 1968. There have been no transactions since 1988. 


286. National Capital Commission. This Commission was established by the National 
_ Capital Act, 1958, c.37, to succeed the Federal District Commission which had been 
_ established in 1927 as the successor to the Ottawa Improvement Commission, 1899, 
_ The objects of the Commission are “to prepare plans for and assist in the development, 
conservation and improvement of the National Capital Region in order that the nature 
and character of the seat of the Government of Canada may be in accordance with its 
national significance’. The Commission consists of 20 members from across Canada 
appointed by the Governor in Council. 

Subject to the control exercised by the Governor in Council, the Commission has 

wide powers including those relating to: acquisition and development of property; 
construction and maintenance of parks, roads, bridges, buildings and other works; under- 
taking joint projects with municipalities or making grants to municipalities; con- 
struction and operation of concessions; and the administration of historic buildings and 
sites. 
At March 31, 1968 the Crown’s equity in the Commission was $181,247,000 rep- 
resented by capital assets at cost, $175,165,000, and working capital, $6,082,000. Excluded 
from these amounts is the value of properties expropriated but for which compensation 
_ has not been paid. This was estimated to be $15,630,000 at March 31, 1968, of which 
$8,130,000 will be reimbursed by the Bank of Canada under an agreement signed in 
_ November 1967 relating to the acquisition by the Commission of a block of land adjacent 
_ to the Bank’s present holdings. 


—_ 
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The Commission’s activities are financed by annual parliamentary appropriations, 
to a minor extent by revenues from rentals, etc., and by loans from Canada for the 
acquisition of property. These sources provided net funds totalling $25,117,000 in 1967-68, 


as follows: 


Parliamentary appropriation to the National Capital Fund......... $ 14,650,000 
Less: Used to repay earlier loans from Canada...................- 4,248,000 
$ 10,402,000 
Parliamentary appropriation for operation, maintenance and interest 
GHATROR. os 0 cara cw pans nee keel aie a ar Rle OOS Ope eces se ies asia ioe ne oe ee are 8,596,000 
Loans from Canada for the acquisition of property... .......0..20 ccc eencereecacnees 5,350,000 
rey 10s: rn Herm frie tare re A EEE Ee: 769,000 
$ 25,117,000 


Expenditures were $22,711,000 leaving an unexpended balance for the current year 
of $2,406,000. Of this, $1,731,000 related to funds provided for the National Capital 
Fund, increasing to $2,378,000 the balance available in the Fund for future expenditure, 
and $675,000 related to funds provided by loans from Canada, increasing to $3,383,000 
the balance of loans available for future expenditure. At March 31, 1968 the Commission 
also had parliamentary authority to borrow a further $3,000,000 for property acquisitions 
in the Greenbelt, being the difference between the total amount of $40,900,000 authorized 
by Parliament for this purpose, and the $37,900,000 borrowed by the Commission. 
The following is a summary of expenditures for the past two years: 


Year ended March 31 


1968 1967 | 
Capital expenditures— 
Property acquisitionsds) ccs. oes Sees eet Oe eee $ 4,916,000 $ 7,505,000 , 
Ratiway lies and, ScruCCures ... ge~ ss 68a eet ees eae ea de 3,672,000 15,462,000 | 
Roads, parkways, bridges and approaches..................e00- 2,653,000 4,700,000 | 
Other Ae SU i I et he Bs Bt Pe ee hes ee, 628 ,000 629,000 | 
11,869,000 28 , 296 ,000 | 
Operating expenditures— | 
Interest charges on loans from Canada....:......0000000e8ecnees 3,783,000 3,781,000 | 
Operation and maintenance of parks, parkways, government 
Srovnds heey, 201s Ska Re. ea ee eee ee 3, 203 ,000 3,093,000 | 
Planning acdliviiistra on, cet: > sect etnies a 1,880,000 1,410,000 
Grants, assistance to municipalities, etc...............00cec eves 1,477,000 1,324,000 
Payments in‘linr of taxes eee te eee 499 , 000 391,000 
10, 842,000 9,999,000 


$ 22,711,000 $ 38,295,000 


The Commission is committed under an agreement with the Canadian Pacific 
Railway Company and the Canadian National Railway Company to a major relocation 
of railway tracks, buildings and works in the Ottawa area and, on completion, te 
transfer to the railway companies title to land, buildings, tracks and other works which 


— 


the year. 
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were acquired or constructed by the Commission. In exchange, the Commission is to 
acquire certain property no longer needed by the railways. Pending completion, the 
total cost of this project, amounting to $39,307,000 at March 31, 1968, is included in 
capital assets of the Commission, although transfers to the railway companies of part 
of the facilities including the new Ottawa station had been made under agreements 
entered into prior to the year-end. Expenditures during the current year were $3,672,000 
compared with $15,462,000 during 1966-67. The Commission estimates that a further 
$4,500,000 will be required for completion of the project, including indemnities to 
owners of abandoned railway sidings and certain track maintenance commitments. 

Operating expenditures increased by $843,000, from $9,999,000 in 1966-67 to 
$10,842,000 in the current year. This increase partly resulted from higher salary costs, 
$1,759,000 in 1967-68 compared with $1,353,000 during the previous year. Grants and 
assistance to local municipalities under various cost-sharing agreements increased by 
$153,000 and payments in lieu of municipal taxes by $108,000. 

Certain capital expenditures of the Commission are financed by loans from Canada. 
Funds for the payment of interest on these loans and for repayment of principal in 
certain cases are provided to the Commission from parliamentary appropriations in 


_ subsequent years. At March 31, 1968 outstanding loans from Canada totalled $75,116,000 
- compared with $74,286,000 at the end of the preceding year. Interest charges in 1967-68 

amounted to $3,783,000 of which $486,000 was provided out of income of the Commission 
_ and $3,297,000 by parliamentary appropriation. Of loan repayments totalling $4,520,000 


during the year, $272,000 represented the proceeds of sales and $4,248,000 was provided 
by parliamentary appropriations through the National Capital Fund. This procedure 


has been commented upon in previous Reports and is further dealt with in paragraph 


239 of this Report. The subject has also been considered by the Public Accounts Com- 
mittee and in its Seventh Report 1966-67 (see Appendix 1, item 18) the Committee 
noted the undertaking of the Department of Finance to review and discuss this practice 
with the Auditor General and asked that he report on the matter in due course. No 
discussion has yet taken place. 

In the course of our examination of payments under contracts entered into by the 
Commission for works in the National Capital Area we noted five cases of non-productive 
expenditure. These are dealt with in detail in paragraph 116 of this Report. 


287. National Harbours Board. This Board with its head office in Ottawa was 
established in 1936 by the National Harbours Board Act, R.S., c.187, and has jurisdiction 
Over the harbours of St. John’s, Halifax, Saint John, Belledune, Chicoutimi, Quebec, 
Trois-Riviéres, Montreal (including the Jacques Cartier and Champlain Bridges), Chur- 
chill and Vancouver, together with grain elevators at Prescott and Port Colborne. The 
harbour at Belledune, N.B., was placed under the jurisdiction of the Board during 


~~~ 


The Crown’s equity in the Board at December 31, 1967 was $465,554,000 comprising: 


equity represented by the cost of assets transferred to the Board on its establishment 


and subsequently, $72,993,000; loans and advances, $365,643,000; interest in arrears on 
loans and advances, $114,561,000; and reserves, $9,532,000; less accumulated deficit of 
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$97,175,000. The Crown also had an equity of $11,194,000 in certain projects on Board 
property in the Montreal Harbour relating to the Canadian Universal and International 
Exhibition, Montreal, 1967. 

Montreal Harbour is adjacent to the site of the 1967 World Exhibition and some 
of the Board’s properties were expanded to provide facilities to service the site. The 
larger projects involved the widening of MacKay Pier, the relocation of harbour railway 
tracks, the filling and grading of a parking lot, and the construction of a roadway which 
connects the University Street extension to the site and to the Champlain Bridge. The 
projects cost $11,194,000 and have been financed by parliamentary appropriations. By 
Order in Council, three parcels of land, comprising some 9.8 million square feet, situated 
at Montreal Harbour, and temporarily under the management and control of the 
Canadian Corporation for the 1967 World Exhibition, were transferred to the manage- 
ment, charge and direction of Central Mortgage and Housing Corporation for the two 
years ending December 31, 1969. At that date, the lands revert to the administration, 
management and control of the Board and the final allocation of the assets arising 
from the expenditure of $11,194,000 will be made. 

During the year the identification of the land and water lots at St. John’s Harbour 
was completed. The Board estimated the value of the land at $1,424,000 and added 
this amount to the capital assets. 

As at December 31, 1967 the value of the land and water lots at Belledune had 
not been determined. We have recommended that the estimated value of this property 
be recorded consistent with other properties transferred to the Board. | 

During the year the Board’s indebtedness to Canada for loans and advances increased 
by $21,855,000 while interest in arrears increased by $11,358,000. The latter has increased: 
steadily in recent years as shown in the following table: | 


Deesniera T9605 24 oe wo eee Oe a AN eek EO ae momen $ 59,008,000 | 
Decemberish ogierwes a: soe to. dupe) Be ee 64,786,000 | 
Decenibarys het G6oe0 aos eine ee chs es Rinshies: betes ee eee 71,290,000 
December's 1) L968. Ps yee Seles © eee. BE aR a ee 78,559,000 
Devember-3 1, 1964. oc sce ino pale caw AeA eee Re Ge ee 86 , 204,000 | 
Depember?31 1065 ben. sett or. 62 eyrgnss. Des. ered eee ae 93 , 285,000 : 
December: sl. 106s 1. s 09 2 gle cae essen te oa ieee 103, 203 ,000 | 
Deceiiber et 1e0t te en Senn ee ee eee 114,561,000 | 


In previous Reports we have observed that there was little prospect of the Board 
being able to meet its principal and interest obligations and recommended that the 
financial structure of the Board be reconstituted. In February 1967 the Public Accounts 
Committee, in its Twelfth Report 1966-67, commented as follows (see Appendix i 
item 48): 


The Committee is concerned that there appears to be little prospect of the Boarc 
being in a position to meet its principal and interest obligations and recommends that 
the financial structure of the Board be reconstituted. In this connection it was pleased tc 
receive assurances that this matter will be dealt with by the Department of Finance anc 
the Board within the next twelve months. 


The financial structure of the Board has not been reconstituted although certain pro 
posals made by the Department of Finance are still under study by the Board. 
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Current assets of the Board included the sum of $499,000 due from the Quebee 
Natural Gas Corporation for rental charges by the Board for the easement for a 20-inch 
natural gas pipeline over the Jacques Cartier Bridge. The amount represents $424,000 
outstanding on December 31, 1966 plus $75,000 for 1967. In previous Reports we have 
noted that the authority for the installation of the pipeline was granted by the Board on 
May 1, 1959 subject to later negotiation of the annual rental rate but that the Corpo- 
ration subsequently would not agree to the rate proposed and requested the Board 
to consider one that was little more than nominal. Agreement has still not been 
reached with respect to the rental charge and the Department of Justice is conducting 
legal proceedings against the Corporation. 

Until revocation of tolls on June 1, 1962 the Jacques Cartier Bridge was operated 
under a tripartite agreement which required the City of Montreal and the Province of 
Quebec to pay to the Board one-third of any annual deficit arising from the operation 
of the Bridge to a maximum of $150,000 each. Since 1944 the Province has refused 
to make the required contributions and at the end of 1949 its accumulated indebtedness 
amounted to $744,425. From 1950 until revocation of tolls, the Bridge did not incur an 
operating deficit and the accounts of the Board continue to show this amount as due 
from the Province. Prior to September 1966 the Board was unable to institute legal 
proceedings against the Province without first obtaining a fiat from the Provincial 
Attorney General. In early 1967 the Board re-submitted its claim to the Province. 
It has since been determined that this matter falls within the ambit of the Treasury 
Board Advisory Committee on Real Property and the Chairman of this Committee has 
been supplied with details of the indebtedness. 

In our 1966 and 1967 Reports (paragraph 244 in 1967) we stated that the dispute 
with the Canadian Pacific Railway, dating back to 1890, regarding the ownership of 
certain areas of Coal Harbour, Vancouver, was being resolved within the terms of a 
“Memorandum of Agreement” signed by both parties in June 1966. However, the 
necessary legal steps have not yet been completed and final settlement is still pending. 
Each party is continuing to collect and hold in trust, rentals and other revenues from 
areas in their possession. At December 31, 1967 the Board held $217,000 in cash and 
securities while the Railway held $305,000. 

The following is a summary of the operations of the harbours and elevators and 
of the bridges for the past two years: 

Year ended December 31 


1967 1966 


Harbours and Elevators 
Operating income— 


NY Pere ES, ksi atla odd ede vases ceceecass$) 18,420,000 8 18,258,000 


anne to. ects taenncns 9,276,000 11 » 545 , 000 
eens Aomietid? .G., We Pols. id. . 2. Gi. 8l. we 1,640,000 1 , 437,000 
ES ae a ee Pe ee ee ee 3,443,000 3, 290 , 000 
I PI ian iy Shc h asgim, & an oh op oneal 1,057,000 940 , 000 

16,000 89, 000 


EEN <8, UA Ry bg AOD Oe cee ae, pc Dark a ee 


33,852,000 35, 559, 000 
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Year ended December 31 


1967 1966 
Operation, maintenance and administration— 
Wharves and piers: TMi ian pao res v pan ewe eee hear $ 11,213,000 $ 9,070,000 
Grain elevator systems).c2 132..G9e eels «Uae eee 9,667,000 10,867,000 
Cold atorage systema. Juixnsins baenierbe «dep tek ae ees 1,763,000 1,623,000 
Pérninnent eheie: 5.2.9 eng cate cee eee ee ok oe ee 4,885, 000 4,052,000 
Railway systema. sss a ee ee ee Cee ah 6 een re, re Se ae 1,749,000 1,426,000 
Adininistration .| cowie Garin’ «ace eheeedn’®, Cree a eee 3,256,000 2,856, 000 
MiisvellanGouid «+ aac mie cid diaiaete ace ee ee Re a ee ee a 11,000 29,000 
32,544,000 29 , 923,000 
Net operating 10C0ING, 2... aan snrek ns Gace s Sete op ols ane bas 1,308,000 5,636,000 
Income from investments i's... 2 Gea. Sen ee ee ee 2,626,000 2,619,000 
3,934,000 8,255,000 
Provision for interest on loans and advances..............eee00- 10,108,000 9,472,000 
INGE NOGS io hos utes a ae ee a eee a ee $ 6,174,000 $ 1,217,000 
Bridges 
Operating income— 
deeqes (artier BTIIG0 Wun dotnet eel, «gee Cie stee aan eae $ 129,000 §$ 130,000 
CHS PHN DIDO. cco eet oe wast 4 ected Memes a eG rena 2,067,000 1,329,000 
2,196,000 1,459,000 
Operating expense— | 
Jacaties Cartier Bridges...) os suuwn 5.) 5. Jee ee ee eae 840,000 1,685,000 | 
Bi ae Ra ayo) ET Age of 16 1:4 Seem URS tye RES Wren ee 5 iy Mamie ment ee Oder s ae? 1,213,000 899 , 000 | 
2,053 , 000 2,584,000 
INGE GPOreeie, Drees lS eo arias ie co He haw ene re 143 ,000 (1,125,000) ! 
Provision-ior: terest on. l0ans 2) Sua. bon Raia recemven ae 2,660,000 2 122th) | 
Bae SE oho] ARB: Ld I 3 eee ee ennai Beep eee Bae? Te Fe EARN ghee, 59,000 59,000 | 
2,719,000 2,181,000 | 
paper penne 
Nel lem evowcee, Ul. on oe eee ee $ 2,576,000 $ 3,306,000 | 


The decrease in operating income for harbours and elevators, $1,707,000, resulted 
mainly from a reduction of 4,303,000 tons of water-borne cargo which totalled 71,885,000 
tons in 1967. The decrease in volume was due mainly to a decrease of 3,629,000 tons of | 
export wheat and 2,385,000 tons of domestic wheat, offset partly by an increase of 
1,051,000 tons of petroleum and coal products handled. 

At Quebec there was a reduction of $1,519,000 in revenue from the operation of 
the grain elevator, due to the leasing of the elevator to private interests as from 
April 30, 1967. Rental revenue totalled $443,000 for the balance of the year. Thus the 
net decrease in grain elevator revenue amounted to $1,076,000. 

The only harbours experiencing significant increases in operating income = | 
Vancouver and Churchill. At Vancouver, the increase, $562,000, was due mainly to the 


1 


introduction, in October 1966, of a surcharge of 20% on loading and unloading charges. 
At Churchill, the increase, $233,000, was due mainly to an increase of one cent per 
bushel in grain elevation charges, 

Traffic across the Champlain Bridge for the year totalled 12,039,000 vehicles, an 
increase of 3,318,000 or 38% over the previous year, with a resulting increase of $738,000 
in operating revenue. The increase is attributed to the opening of the Bonaventure and 
Decarie Autoroutes and to the 1967 World Exhibition. 

Operation, maintenance and administration expenses of harbours and elevators 
increased by $2,621,000 of which $2,221,000 pertained to operation and maintenance and 
$400,000 to administration. The bulk of the increase in operation and maintenance was 
due to an increase of $952,000 in grants in lieu of municipal taxes, and $245,000 in 
depreciation. The balance of the increase can be attributed to increases in salary and 
wage rates granted by the Board, together with a general escalation in prices for supplies 
and stevedore services, offset in part by a decrease of $729,000 in the cost of operating the 
elevator at Quebec Harbour which was leased to private interests on April 30, 1967. 
The elevator was rented for a ten-year period at a rate of $664,000 per annum with a 
right of renewal for two additional periods of ten years each on terms to be determined 
by the Board. However, the lease has not been executed pending determination as to 
which party will be responsible for regular maintenance and major repairs and certain 
other details. 

In previous Reports we have observed that the Board was required to pay workers 
for “dip-time’, being the initial stages of unloading a grain vessel when only mechanical 
devices are used, in accordance with the collective bargaining agreements between the 
Board and the labour unions at Port Colborne and Prescott. The workers have continued 
to be paid for this time, the cost for the year being approximately $6,500. 

During the year three non-productive payments were noted and these are dealt 
with in detail in paragraphs 134 and 135 and in item 7 of paragraph 211 of this Report. 

Operating expense of the Champlain Bridge increased by $314,000 due mainly to 
additional police service required to handle the increased traffic during the 1967 World 
Exhibition and to the additional cost of maintaining the new Bonaventure Autoroute 
approaches. Operating expense of the Jacques Cartier Bridge decreased by $845,000 as 
no special maintenance projects were carried out in 1967. 

We have drawn to the attention of management a number of serious delays in the 
billing of revenue and a number of transactions that are not being documented 
promptly. These have led to tentative bookkeeping entries with the necessary correcting 
entries being made in later years, non-billing and consequently non-collection of revenue, 
and litigation. The situation with regard to the Quebec Natural Gas Corporation and the 
lease with respect to the elevator at Quebec City which has not been executed, referred 
to previously, are cited as examples. 
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288. Northern Canada Power Commission and subsidiary companies. This Com- 
Mission, established in 1948 under the Northern Canada Power Commission Act, 
R.S., c. 196, consists of three members appointed by the Governor in Council. The objects 
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of the Commission are to construct and operate electric power plants and to supply power 
to mines and other users in the Northwest Territories and the Yukon Territory and, 
with the approval of the Governor in Council, in any other part of Canada. The Com- 
mission, with its head office in Ottawa, operates fifteen power plants including a thermal- 
electric station at Coppermine, N.W.T., which was commissioned during the year. 

On September 30, 1966, the Commission purchased all the shares of The Dawson 
City Water and Power Company, Limited, The Dawson Electric Light and Power 
Company, Limited, and The Yukon Telephone Syndicate, Limited. On that date the 
companies ceased operations when their assets were taken over and their liabilities 
assumed by the Commission. We have recommended that the companies be wound up 
and have been advised that this will be done as soon as possible. However, no action 
has yet been taken. 

The Crown’s equity in the Commission and subsidiary companies at March 31, 1968 
was: 


Advatices thee, tk: PARRA SS Ge Ta. DD), CR, IE ee $ 33,300,000 


Cost of: 
Central heating water and sewerage and fire alarm systems at Inuvik, N.W.T., 


fiianced Dy parliamentary SppropriaiOUs 5.52 0v a2. Gee fn ewe sen toes ene 7,382,000 
Extension, expansion and improvements of capital assets financed from earnings..... 757 ,000 
Haeseir Foro nm bin Cen Oleg aire. Ga dia acs. nan vcaeaid ahaha penuene salad ispecies ae a oka ee ee 2,190,000 
PLATTIOG (SUE OLUS 8 a Wheite eee 6 ee Chie ohe 4 Am ER eas es Scene ed ae get ee ora 6 al Oe Se 1,217,000 
$ 44,846,000 


The Commission also acts as agent for Canada in respect of loans of $101,938,000 
made to provincial power commissions under the Atlantic Provinces Power Development 
Act, 1957-58, c. 26. | 


The following is a summary of the income and expense of the Commission and 


subsidiary companies for the past two years: 
Year ended March 31 


1968 1967 | 

a Me aa | 

Income— | 
ale OF POWEL.... cpa segs eos take cack ene weed wea a ee vik an Aan Ta EAE EIGRM, Mey nes oem | 
Income arising from construction, maintenance and operation of 
facilities for government departments and others................ 1,076,000 960 , 000 | 
SAIC! DOA ch aos eeu ee aks «Mink meee ADE. Ce eo ee ee we 1,005,000 994 , 000 | 
Bliscellansouses.. osiln".-.o% eo ae on Meee Ue Be. De. TES 239 , 000 246 , 000 | 
6,555,000 6,024,000 | 

Expense— | 
SPOR REID (ANd IAIN TONANOS, 26 vole we Deke Oe, ge ee oe os 3,956,000 3,575,000 
interest <n advances tram. Canada... vaiwas os oe lle cs 2 aks Bee 1,347,000 1,372,000 
LPOG RRIA EIT Se coc die <2 hcoi O8 BA REID DD Glass bes re 701,000 673 , 000 
Psoieisir aides. ks ok tse SEO ee ee se ee ee 467 ,000 413,000 
ey ed ; 

6,471,000 6,033,000 

eR eR IMG {OR Bhs ct ios, sadn de oe ae ees Seams ee 2 ee $ 84,000 $ (9,000) 
' 


———e a 
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The increase in income from the sale of power is mainly attributable to increased 
demands for power to service the Whitehorse and Fort Smith communities, the operation 
for a complete year of the Cambridge Bay and Dawson plants, and the commencement 
of operations at the Coppermine plant in November 1967. 

The foregoing, together with the effect for a complete year of the general salary 
revision granted to plant employees effective October 1, 1966, and normal salary 
increases, were the major factors contributing to the increase in operation and mainte- 
nance expense. 


289. Northern Ontario Pipe Line Crown Corporation. This Corporation was estab- 
lished by the Northern Ontario Pipe Line Crown Corporation Act, 1956, c.10, for the 
purpose of constructing the Northern Ontario section of the all-Canadian natural gas 
pipe line and leasing it to Trans-Canada Pipe Lines Limited, with an option to purchase. 

In due course the pipe line was constructed and leased with an option to purchase, 
The option was exercised and the sale was completed on May 29, 1963. The purchaser 
assumed responsibility for the negotiation and settlement of all claims then outstanding 
and any other claims which might arise in the future. Upon receipt of payment the 
Corporation discharged its liability to the Crown for outstanding loans and interest 
accrued thereon, and was left with a surplus of $694,000 of which $690,000 was on 
deposit with the Receiver General. In July 1967, in accordance with a resolution of the 
Board of Directors, the Corporation’s interest in the deposit of $690,000 was waived and 
the amount was transferred to revenue in the accounts of Canada. 

Transactions in 1967 involved only bank interest revenue of $96 and expense of 
$111 mainly for purposes of the annual meeting and the wind-up of the Corporation’s 
affairs. The remaining asset at December 31, 1967 was a bank deposit of $3,470. 

The accounts were closed in early March 1968 when the bank deposit was trans- 
ferred to revenue in the accounts of Canada. The Corporation ceased to exist on March ri’ 
1968, with the passing of the Northern Ontario Pipe Line Crown Corporation Dissolution 
Act, 1967-68, c.31. 


290. Northern Transportation Company Limited and subsidiary companies. Northern 
Transportation Company (1947) Limited, a wholly-owned subsidiary of Eldorado 
Mining and Refining Limited, was incorporated in 1947 under the provisions of the 
Canada Corporations Act, F.S., c.53, to take over the business of a predecessor company 
which had been incorporated under a Province of Alberta charter in 1934 and whose 
shares had been acquired when the capital stock of Eldorado Mining and Refining 
Limited was expropriated by the Crown in 1944. The corporate name was changed to 
Northern Transportation Company Limited in 1952. In 1965 the Company acquired 
the capital stock of three companies, Yellowknife Transportation Company Limited, 
Arctic Shipping Limited and Decury Supply Limited. The operations of these companies 
are now fully integrated with the parent company and consideration is being given to 
the surrender of their charters. 
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The Company is empowered to carry on a general transportation business by land 
and water throughout Canada and elsewhere. Although the head office of the Company 
is in Ottawa, administrative headquarters are in Edmonton and activities have been 
almost wholly confined to the Mackenzie River water system and the Western Arctic. 

The equity of Eldorado Mining and Refining Limited in the Company at Decem- 
ber 31, 1967 was $7,563,000 comprising capital stock of $152,000, a reserve for insurance 
of $500,000 and surplus of $6,911,000. 

Two cargo vessels, 13 tugs and 113 barges were operated in 1967, a reduction of 
two tugs from the number operated in 1966. The consolidated result of operations of 
the Company and its subsidiaries for 1967 compared with 1966 follows: 


Year ended December 31 


1967 1966 
Income— 
Freight enrages Gch 1. fe 8s «oll EE ES i Oe es $ 4,073,000 $ 3,984,000 
Expense— 
Operation and maintenance: 
Salarieg and WA@6Rien wigvec bute oleic « dees 2 oes ee ae ees 1,495,000 1,518,000 
Depresintl ORs praise cen esas wie slegerern ew Pu ie ots eee a 872,000 727 ,000 
Hapa sud maienancd, 3.0025 ea ess cee ee ene s pte anes 584,000 637 , 000 
Fuels and lubricantasace, 3S. 52 ek eae Baie 1 Se - eek 245,000 266 , 000 
Messing goto cda caleyw cbens «tos 26 Bean aA Cte Oe es Oe eee 113,000 126,000 
Cee ee onc Sate iss Ck ee Cee ee eae oe ae te eee es 288 , 000 202 , 000 | 
3,597,000 3,476,000 | 
Wangdietatione ee eS Be AS ey ee ees 405 , 000 370,000 
4,002,000 3, 846 , 000 | 
Netintome from operatiowae en... eh s ee a 7. Ae 71,000 138,000 
Wiscellaneois Inentne 5c. 43 '5.< 4 a oe pea ine se wet hap here dae ee oe ae 28 ,000 54,000 | 
= ee ee ee oe | 
99 , 000 192,000 | 
Provision. for incamie fata. Ge ti Se is Be a is lc gs ec 40,000 86 , 000 
Wetimoome. Mi cates, LOT eae eepenGe, . kee $ 59,000 $ 106,000 | 


Freight earnings increased by $89,000 to $4,073,000 in 1967 due to the higher revenue 
per ton earned on additional tonnage hauled to Great Bear Lake and the Western Arctic 
Ocean. The additional tonnage was, however, more than offset by the decrease in tonnage 
hauled in 1967 along the Mackenzie River due to the cessation of oil exploration in’ 
that area and to the completion of an all-weather road to Fort Smith in 1966, with the 
result that total freight hauled during the year decreased by 4,851 tons to 166,214 tons. 

The decreases of $23,000 for salaries and wages, $21,000 for fuels and lubricants 


and $13,000 for messing were largely due to discontinuation of the operation of twé! 
tugs. | 


| 
1 
Depreciation increased by $145,000 largely as a result of providing depreciation 
for the first time on capital additions of $1,624,000 at Tuktoyaktuk, N.W.T. 
The decrease of $53,000 for repairs and maintenance was due mainly to the |] 


than normal maintenance costs incurred in 1966 to bring the capital assets of the 
sidiary companies up to the higher maintenance standard of the parent company, 
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arger 
sub- 


Income from investments, included in miscellaneous income, decreased by $26,000 


due to the use of the Company’s short-term deposits as working capital throughout 
the shipping season. 


Claims of undetermined amount have been received from Company employees for 

salvage services in respect of the Company’s motor vessel Banksland and a barge which 

_ were released from Arctic Ocean ice by another company-operated vessel. The Company 
does not admit any liability. 


291. Polymer Corporation Limited and subsidiary companies. Polymer Corporation 
Limited was incorporated in 1942 under the Canada Corporations Act, R.S., c.53, pursuant 
to the provisions of section 6 of the Department of Munitions and Supply Act, 1939, c.3, 


for the purpose of producing synthetic rubbers and chemicals. Its head office is in 
Sarnia, Ont. 


During the year three new subsidiaries were incorporated and the Company acquired 
all the outstanding capital stock in Société des Latex S.A., Fribourg, Switzerland, in 
which it previously had a 50% interest. At December 31, 1967 there were ten wholly- 
owned subsidiaries: two in Canada, Kayson Plastics & Chemicals Limited and Kaydot 

Plastics Limited; one in the United States, Polysar Incorporated; one in England, 
Polysar (U.K.) Limited; and six in continental Europe, Polysar Belgium N.V.; Polysar 
Nederland N.V.; Polysar International S.A.; Polysar Italiana S.p.A.; Synthetic Elasto- 
mers Development S.A.; and Société des Latex S.A. The Company also held a 95% 
equity in Polymer Corporation (SAF) in France and was a minority shareholder in 
companies in Mexico and South Africa in which it had invested $6,503,000. 


The equity of the Crown in Polymer Corporation Limited and its subsidiary com- 
panies at December 31, 1967 was $103,131,000, comprising capital stock, $30,000,000 
and retained earnings, $73,131,000. Dividends of $3,000,000 paid to the Receiver General 
in 1967 were $1,500,000 less than in 1966. 


Net additions to fixed assets amounted to $21,457,000. Major additions included new 
styrene monomer facilities and a litol unit at Sarnia, continuous process facilities for 
polystyrene production at Preston, Ont., a butyl finishing line at Antwerp, Belgium, and 
latex and styrene-butadiene rubber facilities at Strasbourg, France. 


Long-term liabilities increased by $18,895,000 to $40,853,000 at December 31, 1967 
largely because of the sale of debentures totalling $15,000,000. These liabilities include 
$15,020,000 payable in Canadian currency and the balance in foreign currencies as 
follows: F. fr. 48,625,000 ($10,704,000), B. fr. 450,000,000 ($9,729,000), and U.S. 
$5,000,000 ($5,400,000). 
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The following is a summary of the operations of the Company and its subsidiarie 
for the past two years: 
Year ended December 31 


1967 1966 
Income— 
Sales: oie e.o rs Sie ae. Pe eA 2 ds Se ee ed $ 127,381,000 $ 126,778,000 
WATT) dy Co ERROR ips tek aw Acme Nake 6: Canc We EDR fe OeeRe Miron, ogra 1,546,000 760 , 000 
128 , 927,000 127,538,000 
Expense— 
Coat.of sales builds bece es Loree eoteet me. ee. Sek 107 , 872,000 102,605,000 
Selling. administration and research «2.22. .6s.550 2 9 she ee meee 13,872,000 11,392,000 
121,744,000 113,997,000 
Net income before provision for income tax. Rae end Ae ONE See ee 7,183,000 13,541,000 
Provisionior income taxi. (TUN aS. ee PRIS 1,497,000 2,328,000 
5, 686,000 11,213,000 
Adrustiment:re:minority shareholdentes4...20. 2a se te see 126,000 8,000 
INT Gg ATECOIILTER ee erage oie en tis on ee ee A cs ore bite eres chat te ween eee ene eee ee $ 5,812,000 $ 11,221,000 


The decrease in net income of $5,409,000 is due mainly to a decline in the price 
received for many of the Company’s products and increased costs of production whic) 
included start-up expenses of several new production facilities. 


292. The St. Lawrence Seaway Authority. Established by the St. Lawrence Seawa: 
Authority Act, R.S., c.242, the Authority maintains and operates the Canadian sectio: 
of the 27-foot deep waterway between the Port of Montreal and Lake Erie, comprisin’ 
the Montreal—Lake Ontario Section and the Welland Canal. The section of the Seawa’ 
in the United States is operated by the Saint Lawrence Seaway Development Corporatior 
Toll revenues derived from the operation of the Montreal—Lake Ontario Section ar 
divided between the two Seaway entities in accordance with an agreement approved bi 
the Governments of Canada and the United States. 


The Authority also operates non-toll canals at Lachine, Que., Cornwall, Ont., an 
Sault Ste. Marie, Ont., the net operating cost being provided for by annual parliamentar, 
appropriations. 

The Authority is a corporation consisting of a president and two other membenl 
appointed by the Governor in Council. Its head office is at Ottawa, with operatin: 
headquarters at Cornwall, Ont., and regional headquarters at St. Lambert, Que., an’ 
St. Catharines, Ont. 

The Crown’s equity in the Authority at December 31, 1967 was $561,725,000 com 
prising capital assets transferred from the Department of Transport (Welland Canal) 
ag 717,000, loans, $427,250,000, deferred interest, $54,468,000; less accumulated defici’ 

$50,710,000. 


mes 
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‘The overall operating results of the Authority in respect of the Montreal—Lake 
Ontario and of the Welland Sections of the Seaway for the past two years are as follows: 


Year ended December 31 


1967 1966 

Income— ae aS ov 
Peers. CO ule tk Lk Ry $ 17,282,000 $ 17,282,000 
The Seaway International Bridge Corporation, Ltd.—net income... 158 , 000 182,000 
RE MM RS SENT Maree Se sihill. 8. od esac... 1,945,000 1,932,000 
19,385,000 19,396,000 

Expense— 

Operation and maintenance................................... 11,538,000 12,652,000 
LEA ni ae gael eA ee 2,341,000 1,755,000 
Headquarters administration.................................. 2,117,000 1,804,000 
(Wb Gt ibn Oi 517s i rs 2,009,000 1,807,000 
PaeeiOMAl HGMUMIBITAUON.... 2.2... ek eee, 1,565,000 1,426,000 


19,570,000 19,444,000 


Portion allocated to: 


errata Oe ts 0 0) fy PS Ae bee oy 3, 853 , 000 3,488,000 
MRE We eC ited sad 50. 3.5 oh oo ed es hed oe. eu, 475,000 458,000 
4,328,000 3,946,000 

15,242,000 15,498,000 


Net operating income before providing for interest and for replace- 


ment of machinery and equipment............................. 4,143,000 3,898,000 
Seer ror, Joanie from Canada. oie. dee ie eg one odo ceo ck cccce' 16,579,000 16,313,000 
Provision for replacement of machinery and ALT e ac. 2) ele a ae Fe 876,000 867 ,000 
Seeetren <0 Contractor s claim. ..-... Ps... . oo ec eee dedceecl., 21,000 a 


17,476,000 17,180,000 
ee re Pes. he LS eek A $ 13,333,000 $ 13,282,000 


The following summary shows the operating results of the Montreal—Lake Ontario 
Section for the year compared with the preceding year together with the cumulative 
operating results from the opening of the Seaway in 1959: 


Year ended December 31 Cumulative 
——_——. to December 31, 
1967 1966 1967 
Income— it 
Oe Ae ee $ 16,356,000 $ 17,282,000 $ 104,655,000 
ae wns vo 935,000 1,051,000 4,485,000 
17,291,000 18,333,000 109, 140,000 


Expenses of operation, maintenance and adminis- : 
EEE Te oe ae oes ee a re 4,967,000 4,386 ,000 27,851,000 


memonerniang profitids iy tiles. | ica'. hive oases 12,324,000 13,947,000 81,289,000 
a ee rn 16, 556,000 16, 303,000 124, 150,000 

Provision for replacement of machinery and 
URGE TO tae ee. he es ee eel’ 876 , 000 867 , 000 7, 669, 000 
Pare. sacs ™ en 


ES te: taeda ae a a — 
17,432,000 17,170,000 131,999,000 


Retr util phos \9 Js). Jexdianx> $ 5,108,000 $ 3,223,000 $ 50,710,000 
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Section 16 of the St. Lawrence Seaway Authority Act requires that the tolls provi 
revenue sufficient to defray the cost of operations including provision for repayment 
the capital indebtedness. The foregoing summary of operating results shows that sin 
the opening of the Seaway in 1959 a deficit of more than $50 million has accumulate 
without any provision for repayment of the capital indebtedness of $330 million whi 
the Act requires be met from earnings by December 31, 2009. If this obligation is to ] 
met, revenues over the 42 years from 1968 to 2009 must average over $25 million annual 
on the basis of 1967 costs. The revenues for 1967 were $8 million short of meeting th 
requirement. 

The operating results of the Welland Section of the Seaway for the past two yea 
are as follows: 


Year ended December 31 


1967 1966 

Expenses of operation, maintenance and administration............ $ 10,276,000 $ 11,112,000 
Income— 

Pe aU TECR Ana nner Melt cra aicr A ae Se Sige $ 926 , 000 — 

Hea tAls, (WHAT APE RCLOe og Sos. ok wom Oo ae eee acl 1,168,000 1,063,000 

2,094,000 1,063,000 

WEL OMerRGie 10Ss an oe Ol i tpt es eee Mes tl Gee Ce © eae 8,182,000 10,049,000 
laterest-Onloans 2% ou oka. AL O2 bree aheane enone: ae 43 ,000 10,000 
Deficit recovered from parliamentary appropriation................ $ 8,225,000 $ 10,059,000 | 


With the opening of the Seaway in 1959 the operation and management of th 
Welland Canal became a responsibility of The St. Lawrence Seaway Authority. Tol 
were suspended in 1962 and the annual operating deficits since 1959, totalling $53,500,0( 
to December 31, 1967, have been recovered from parliamentary appropriations. ] 
1967 a lockage fee of $20 a lock was introduced increasing by $20 a year to reach $1( 
a lock in 1971. | 

An agreement made in 1959 between the Authority and the Saint Lawrence Seawe 
Development Corporation established a joint tariff of tolls for the Seaway. The agrei 
ment provided that the division of tolls from the operation of the Montreal—Lal 
Ontario Section would be initially 71% to the Authority and 29%’ to the Corporatio: 
and that these percentages would be adjusted from time to time so that the Authorit. 
and the Corporation would receive a portion of the tolls in the ratio of their respecti\ 
annual charges for operation, maintenance, interest and retirement of debt to the’ 
combined annual charges in respect of that portion of the Seaway. 

In March 1967 the Governments of Canada and the United States agreed to conti 
the existing schedule of tolls for the Montreal—Lake Ontario Section, to divide tol. 
on the basis of 73% to the Authority and 27% to the Corporation, and that the su’ 
ficiency and division of tolls might, at the request of either entity, be reviewed at th 
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| expiry of the 1970 navigation season, with a view to any necessary adjustment in 
accordance with the provisions of the 1959 agreement 


___ The original conditions under which loans were made to the Authority for the 
Montreal—Lake Ontario Section of the Seaway under section 25 of the Act required 
the payment of interest only, in the first three full years of operation (through the 
year ended December 31, 1962) and thereafter payment of annual amounts sufficient to 
amortize all loans and interest thereon over a period of forty-seven years (or by De- 
cember 31, 2009). The terms of the Authority’s financing arrangements were amended 
| in 1961, 1963, 1964, 1967 and again in 1968, and now provide that loans in respect of 
the Montreal—Lake Ontario Section of the Seaway, together with interest, are to be 
repaid in such amounts each year as the cumulative net profit of the Montreal—Lake 
Ontario Section, before amortization of the loan principal, will permit. Unpaid interest 
bears interest until paid and the principal and interest are to be fully paid on or before 
December 31, 2009. At December 31, 1967, loans in respect of the Montreal—Lake 
Ontario Section amounted to $330,200,000 and unpaid interest to $03,450,000. 

For the Welland Section, loans to finance improvements totalled $97,050,000 of 
which $72,500,000 is interest-free and the balance of $24,550,000, provided since Sep- 
tember 22, 1966, bears interest which amounted to $1,018,000 at December 31, 1967. 
Interest on all such loans subsequent to September 22, 1966 is to be accrued in the 
accounts but is not to be paid until December 31 of the year in which the Minister of 
Transport determines that the Welland Canal twinning project is completed, at which 
time the terms of principal repayment for the loans are to be determined by the Governor 
in Council. 

The costs of operating and maintaining the canals and works under the administra- 
tion of the Authority are defined in section 16 of the St. Lawrence Seaway Authority Act 
as including all operating costs of the Authority and such reserves as may be approved 
by the Minister. The Authority is of the opinion that it is not necessary to include 
depreciation as an element of operating and maintenance cost and that the amortiza- 
tion over the fifty-year period of the principal of the amounts borrowed together with 
interest meets the requirements of this section. Accordingly, no provision for depreciation 
has been included in the costs of the year. It is important to note, however, that no 
amortization of principal has been made up to December 31, 1967, and while interest 
has been accrued annually, payment of a substantial portion thereof has been deferred. 

As in previous years, provision was made for replacement of lock, bridge and building 
machinery and equipment of the Montreal—Lake Ontario Section. The provision for 
L967 amounted to $876,000 bringing the accumulated total to $7,410,000 at December 31, 
1967. No provision was made in 1967 for replacement of machinery and equipment for 
he Welland Section. 

Included in the capital assets is an amount of $1,277,500 representing the full 
ngineering and preliminary construction costs of two highway tunnel projects on which 
vork was abandoned due to the proposed re-alignment of the Welland Canal (see 
‘aragraph 187 of this Report). 
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The following items have been outstanding for several years: 


(a) 


(0) 


In 1956 an arrangement was made between the Authority and three municipalitie 
whereby the municipalities would contribute $250,000 towards the cost of extendin; 
the collector sewer which was then being constructed as the main part of the Authority’ 
South Shore remedial works. In 1961 two of the three municipalities passed officia 
resolutions to accept the 1956 proposal and to share in the $250,000 contribution. Th 
sewer extension was completed in 1963 at a cost of $480,000 and the municipalitie 
were billed in February 1964 for their contribution. No payment has been receiver 
by the Authority from the municipalities, two of which are said to be under trusteeshi; 
of the Province of Quebec because of financial difficulties. During 1966 the Departmen 
of Justice, on behalf of the Authority, appointed an agent to take legal proceeding 
which are still pending. 


The Beauharnois Canal, constructed by the Beauharnois Light, Heat and Powe 
Company, was conveyed to the Crown in 1932 with the Company, which has sine 
been taken over by the Quebec Hydro-Electric Commission, retaining the responsibilit 
for certain operating and maintenance expenses of the Canal. The Canal becam 
part of the St. Lawrence Seaway in 1959. The Authority has not been reimburse: 
its maintenance expenses on the Canal since 1962 as the Commission takes the stan 
that it is not responsible for these costs because of provincial legislation passed in 196 
which dissolved the Beauharnois Light, Heat and Power Company. Settlement c 
the issue continues to rest with the federal and provincial governments. 


The following table summarizes for the past two years the expense, income and cap 
ital expenditure relating to the non-toll canals operated or administered by the Authority 


Year ended December 31 


1967 1966 
Expense— | 
Oneration and maintenance ia... 2). ties cui amane <6 aly eeiies ena $ 2,058,000 $ 2,148,000 | 
Grants in lieu of municipal taxes.............0ecceeceeeccereee 469 , 000 769,000 
Portion of Authority’s administration and engineering expenses 
sppucable to non-toll canals... 7S. oo. feta es see ees tea 475,000 458 ,000 : 
3,002,000 3,375,000 
Tndame irony rentals. wharlage. C06. <4. «5 ciacie sir uns see ee eee 707 ,000 696 , 000 
Operating deficit. ........... ee Re ee ee ee Lae eee 2,295,000 2,679,000 
<a ith OS TPNI TUDE Ds oy Bas etree e one Ine Mies ak ot a ak al ie 34,000 35,000 
Operating deficit and capital expenditure recovered from parliamen- 


COM TICS) big CANT Sete ee oe ee a eee Me eee een ome Ran Sen na $ 2,329,000 $ 2,714,000 


The smaller deficit in 1967 was due mainly to a decrease of $300,000 in payments 
grants in lieu of taxes and to there being no counterpart in 1967 for a special grant 
$150,000 paid in 1966 to a municipality for assumption of responsibility for a bridge. TH 
decreases were partially offset by an increase of $70,000 in salaries, wages and employ 
benefits. 
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293. The Seaway International Bridge Corporation, Ltd. This Corporation was incor- 
porated in 1962 under the Canada Corporations Act, R.S., c.53, pursuant to section 24a of 
the St. Lawrence Seaway Authority Act, RS., c.242, as a subsidiary of The St. Lawrence 
Seaway Authority to operate and manage the international toll bridge between Cornwall, 
Ont. and Rooseveltown, N.Y. The bridge is jointly owned by The St. Lawrence Seaway 
Authority and the Saint Lawrence Seaway Development Corporation (a United States 
Government corporation). The Authority’s interest is represented by capital stock of 
$8,000 and promissory notes for $17,000 and the Corporation’s interest by debentures of 
$8,000 and promissory notes for $17,000. Each entity has four representatives on the 
Board of Directors. 

Under the terms of the bridge operating agreement between the Authority and the 
Corporation, the annual net income from operation of the bridge system is to be first 
applied towards the amortization of the cost, including interest, of the North Channel 
Bridge and the remainder, if any, divided equally between the Seaway entities, 

The following is a summary of the operations of The Seaway International Bridge 
Corporation, Ltd. for the past two years: 


Year ended December 31 


1967 1966 
Income— 
ees, eka scles ccs. $ 471,000 §$ 408 , 000 
ee eae. .Y eeees Ee, SOK OS Dye oe 16,000 19,000 
487,000 427,000 
Expense— 
Salaries, wages and employee benefits............................ 185,000 171,000 
Resurfacing on North Channel span............................. 70,000 — 
Maintenance materials and services.............................. 15,000 16,000 
Rental of toll collection machines................................ 13,000 13,000 
Graat in lieu of municipal taxes................--2---00-0.0..... 13,000 12,060 
ee ee re, ne Se ON OT eek 11,000 10,000 
Seen Od, 2, OTIS. Gib. 33; oadal creeds WSS. ces. acces 22,000 23,000 
329,000 245 ,000 
Net income—transferred to The St. Lawrence Seaway Authority...... $ 158,000 $ 182,000 


The amount of $158,000 was transferred to The St. Lawrence Seaway Authority to 
€ applied towards the amortization of the cost, including interest, of the North Channel 
Bridge. As this amount was insufficient to cover even the interest charges of $487,000 for 
he year, the unamortized balance increased by $329,000 from $9,724,000 at December 31, 
966 to $10,053,000 at December 31, 1967. 
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294. A number of government departments engage in extensive trading and servicing 
activities including the buying and selling of commodities and the provision of service; 
to the public and to other government departments. These activities cover a wide 
variety of operations and are carried out either directly by a department or indirectly 
through non-corporate agencies established for the particular purpose. 

There is no statutory requirement that departments and non-corporate agencie; 
engaged in trading and servicing activities prepare financial statements as is require 
for Crown corporations under section 85 of the Financial Administration Act. However 
a number of departments and agencies prepare such statements and some of these are 
examined and reported upon by the Audit Office. 

In our opinion Parliament should in all cases be provided with comprehensivi 
financial statements showing the results of these activities. Such statements should br 
on an accrual basis and should include charges for depreciation of buildings and equip 
ment, interest on funds employed and the value of services provided without chargi 
by other government departments. The operating results shown by the statement 
should be reconciled with those recorded on a cash basis. Each balance sheet, whiel 
the Audit Office would be prepared to examine and report upon, should show clearh 
the year-end position of the activity. | 

In its Fourth Report 1963 the Public Accounts Committee reiterated its belie 
that “it would be desirable, in order that Members may have a clear understandin; 
of the true financial results of departmental trading and servicing activities, were overal 
financial statements reflecting these activities to be included in the Public Account: 
provided this can be done without undue cost or staff increases’. It requested th 
Auditor General “to continue to keep the development of this objective under clos 
surveillance and to report thereon to the Committee in due course”. (See Appendix J 
item 2.) | 

The Royal Commission on Government Organization in its report on Financia 
Management recommended that the accounts of departments and agencies conductin, 
trading and servicing operations be maintained on an accrual basis to show clearl 
the costs of operations. The Commission also advocated greater use of revolving fund 
and accountable advances which would encourage the use of business-type budgetin 
and the production of meaningful operating statements. 

In 1966 the Treasury Board issued a policy circular on the establishment and us 
of revolving funds—to be known thereafter as “working capital advances’”—and recom 
mended that they be used to finance specific activities and programs. This circula 
pointed out that the accounting system for an activity or program should incorporat 
all costs associated with it, including as memo items common service costs for whic 
no charge is made. It requires that an annual report be prepared for each workin 
capital advance comprising, where applicable, a balance sheet, a statement of operation 


t 
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compared with the budget, and a statement of the disposition of the surplus or deficit. 
Implementation of this would be a step towards the objectives which we have been 
advocating, with the support of the Public Accounts Committee. 

Some progress has been made and its extent is indicated by the statements of 
trading and servicing activities of a number of the larger departments and agencies 
presented in the paragraphs which follow. 


295. Agricultural Products Board. This Board operates under the authority of the 
Agricultural Products Board Act, R.S., c.4, and consists of a chairman and two members 
appointed by the Governor in Council. The Act empowers the Board, under the direction 
of the Minister of Agriculture and subject to approval of the Governor in Council, 


to buy, sell, or import, and to store, transport or process agricultural products. The 


Agricultural Products Board Account was established in the Consolidated Revenue 
Fund in accordance with section 5 of the Act and all financial transactions of the Board 
are recorded in this Account. The Board’s activities are administered by personnel 
of the Department of Agriculture and the members of the Board also serve on the 
Agricultural Stabilization Board. 

The Crown’s equity in the Account at March 31, 1968 was $433,000, represented by 
an inventory of 367,000 pounds of whole egg powder, at cost. 

A summary of the results of operations for the past two years follows: 


Year ended March 31 


1968 1967 
Trading operations— 
St RO Mart oe id ays: Doki ve «ick aves oa olde ox 02s more de ces $ 1,310,000 $ 26,045,000 
MRC ea Oar ea is oo sd. dai Meuse di os 1,577,000 32,868,000 
Peeetarr eter operations, .i00, 4c. Fk eY CAN LS. oiled So, OH 267 , 000 6,823,000 
—by commodities, 1967-68— 
Cost of 
Sales sales Loss 
Dry skim milk......... $ 1,281,000 $ 1,545,000 $ 264,000 
Condensed and evapor- 
ated milk........... 22,000 23,000 1,000 
sh bahay i ela 7,000 9,000 2,000 
$ 1,310,000 $ 1,577,000 $ 267,000 
Estimated value of major services provided without charge by govern- 
ment departments— 
a SES’ a 106, 000 346,000 
ig Veo sc Wh EDs be «Pipe Gkio> io F< ole f ithe He 6,000 40 ,000 
ES eS a ee se So 2,000 5,000 
114,000 391,000 


cee snacacgevawnennseasy $ 381 ae Dra a 
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Year ended March 31 


1968 1967 
Loss for the year provided for by— 
Department of Agriculitire Vote: biicts Ge... san pote ee ciate a eee $ 267,000 $ 5,663,000 
Government departments which provided major services without 
Charges... Fie Lida ac vee Pe ee in ee Pee «Te ee 114,000 391,000 
381,000 6,054,000 


Portion of loss not provided for in 1966-67, subsequently charged to 
1967-68 Department of Agriculture Vote 17..................000. — 1,160,000 


$ 381,000 $ 7,214,000 


296. Agricultural Stabilization Board. This Board, consisting of three members 
appointed by the Governor in Council, was established by the Agricultural Stabilization 
Act, 1957-58, c.22, and has the responsibility for stabilizing prices of agricultural com- 
modities at levels bearing a fair relationship to their cost of production. Stabilization 
measures take the form of the purchase of commodities at prescribed prices, payment 
to producers of amounts by which prescribed prices exceed those determined by the 
Board to be the average prices at which commodities are currently being sold, or 
payments to processors for the benefit of producers. The Agricultural Commodities 
Stabilization Account established in the Consolidated Revenue Fund finances the activ- 
ities of the Board. The net operating losses on the operations of the Account and the 
administration expenses of the Board are met from moneys appropriated by Parliament 
for the purpose. | 

There were no inventories at March 31, 1968 and the Crown had no equity in the 
Account at that date. Instead there was a deficiency in the Account of $1,476,000. 
representing a portion of the loss for the year which was not provided for by par- 
liamentary appropriation. This deficiency was financed at the year-end by a customer’s: 
deposit of $74,000 and working capital advances of $1,402,000 provided under section 13: 
of the Agricultural Stabilization Act. (See paragraph 247 of this Report.) | 

The results of the Board’s activities for the past two years are summarized as 
follows: 


Year ended March 31 


1968 1967 
Trading operations— 
ALOR Sc SEY cee ee Le), bea: nae AP 2 RS $ 5,450,000 $ 51,935,000 
ee an, ee cae eC Mme Rivet he bar 5,999,000 53,417,000 
Logsron trading operations +c 6 4s,'. oe eee ae ee 549,000 1,482,000 


—by commodities, 1967-68— 


Cost of 
Sales sales Loss 
oi a ear meee er) 000 $ 3,825,000 $ 534,000 | 
Butter............... 2,214,000 2,174,000 (40,000) 
Pork (adjustment of 
prior years’ sales)... (55,000) — 55,000 


$ 5,450,000 $ 5,999,000 $ 549,000 


Re 
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Year ended March 31 


1968 1967 

Payments for stabilization of the price of milk (including $124,114,000 

paid to the Canadian Dairy RUMUMIUMOSTILI 05 a secg Stet, Yen e 131,808,000 $ 76,370,000 
Deficiency payments— 

ORE SIMRAN iio gos ons nee winsnn esanndecese.s....... 5,438,000 10,150,000 

oo cute, bea IRI gy a a 2,466,000 — 

MES fir pate ca kewevendrscs oweau dads eeicc. cc, 944,000 648 , 000 

RU NN is rink pn wn hia yb te wen ehomenoe vec. 14,000 20 , 000 


8 ,862 ,000 10 ,818 ,000 
Estimated value of major services provided without charge by govern- 
ment departments— 


prmieee Ol WOKING CADIIAl.:.... 05s... oi fee se seca ccc leia eet 3,419,000 3,391,000 
mere ery tr eee Rh ee yy ES IY Se te et EY 474,000 656 , 000 
SE OTD Bn 5 Bo coon ni shat wincgavecn. fone’ Po sees voaaecdccc. 25,000 24,000 
Accounting and postal services.............60.ececcececececee., 22,000 214,000 
(QOe LO a en es a rn er a ee cie 19,000 31,000 
3,959 ,000 4-316 ,000 
uN CORN VRPT MNES, | Le oo, 6. Ge icons. oadvcceane. i$ 145,178,000 $ 92,986,000 
Loss for the year partially provided for by— 
Department of Agriculture Vote 17..............-..00--0-2222.. $ 139,743,000  $ 88,670,000 
Government departments which provided major services without 
Cre mIn rn eremre Fe te ee Sy od ee las kos eek 3,959,000 4,316,000 


143,702,000 92 , 986 ,000 
Portion of loss not provided for—to be recovered from future parliamen- 
TU INL Tar ere, etree de ee ie 1,476,000 — 


$ 145,178,000 $ 92,986,000 


The Government’s program for stabilizing the price of milk during the year was 
carried out by the Canadian Dairy Commission to whom the Board paid $124,114,000 
for the benefit of producers of manufacturing milk and cream delivered to plants in 
the period April 1, 1967 to March 31, 1968. This amount exceeded by $24,948,000 the 
total actually paid by the Commission to producers during the year. The excess was the 
estimated amount payable to producers after April 1, 1968 in respect of deliveries made 
in February and March 1968 plus $10,000,000 to cover an anticipated loss on the sale 
of stocks of dairy products held by the Commission at March 31, 1968. This procedure 
differs from that followed in previous years, when the Agricultural Commodities Stabiliza- 
tion Account was charged only with actual disbursements to producers and actual losses 
experienced during the year. (See paragraph 271 of this Report.) 


297. Agriculture Revolving Fund. Vote 783 of Appropriation Act No. 5, 1955, 
1955, c.60, authorized the operation of a revolving fund for the purposes of financing 
the production of new and improved varieties of seeds and the acquisition, maintenance 
and development for experimental purposes of livestock, poultry and eggs, including 
administrative expenses of all authorized projects. The balance of the Fund may not 


exceed $620,000. i 
The Crown’s equity in the Fund at March 31, 1968 was $251,000, represented by 


inventories of livestock, poultry, seeds and supplies, $239,000, and net accounts receiv- 
able, $12,000. 
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A summary of the results of operations for the past two years follows: 


Year ended March 31 


1968 
Cost of development and experimental projects— 
Salaries and wageds. occ». oo cu ee cece Sa RRS wae $ 377,000 
LAVEStOCE BE BERRY Sd... 4 vik oe RRR ek Ree eee Ree 304,000 
Feed and ofhereuppues..c i<4.wa hn cn eee ack Geen Rea bane ee 151,000 
Apeommoda tony jcce .5la/ 3 Ms 9 es Be one Ob ae 86,000 
ANI IS tPAtiOl oy he vn. ss ea ee es Ee ee eee ee eee 53 , 000 
Dihercet on working capital, ¢ 35; sense atieowe as cee Fee eee 12,000 
Miscellaneousic.s: oss 5«.s» SR RR eA Se Sr ee ee 26 , 000 
1,009,000 
Proceeds from sales of livestock, poultry and seed crops.................. 564,000 
Net cost of: projects for the year. o0/.20su,. UR. aa ee es kp $ 445,000 
Net cost of projects provided for by— 
Department of Agriculture appropriations... ........5.¢..0.% s0ebe<.4.. $ 408,000 
Government departments which provided major services without charge. 101,000 
509,000 
Less: Amount transferred from the Revolving Fund as revenue, as required 
by section 58 of the Financial Administration Act..................... 64,000 


$ 445,000 


298. Airport operations. The capital investment of the Department of Transport i in 
airports and associated facilities, including aircraft, aircraft spares and special equipment, 
as at March 31, 1968 was $711,555,000 compared with $685,900,000 at the end of i 


preceding year, a net increase of $25,655,000. 


The following is a summary of the revenue from civil aviation airport operations 


for the year, together with comparable figures for the preceding year: 


1967 


$ 244,000 
387 ,000 
139,000 

37,000 
54,000 
23 , 000 
28 , 000 


912,000 
667 , 000 


$ 245,000 


$ 273,000 
62,000 


335,000 


90,000 
$ 245,000 


Year ended March 31 


1968 
Aircraft landing fees— 
PETALS OCERINGS, coc gtr tak tke tc cee co cer le ee $ 7,171,000 
DOMMESUC Mae ak hes ene Ceres Chetek arty ee ee ae 5, 767,000 
Erais-DordersIs55.:2%6 dooce. tae, SO ee. |. ois wet tetas 2,267,000 
CS ie, ee. A; ee ae a ee aL” Ue ae RMR tet a fb 16,000 
15,221,000 
Rentals— 
Omee, shop ahd garage espace... «<i... 6. discs -ac lee kee 2,539,000 
BAVC TIUe Leta. 2 cal, oa, ok eee Boe ee ee 477,000 
Haugaricero di oS, ee), ST. ay. ee 127,000 
ener, .xheeres eehh end. fet’. aseesleuten |. A: ol een 1,445,000 
4,588,000 
Concessions— 
Oe EP nena Some aS ee eae ety MN MOR onl il 3,662,000 
MR italics ne 3 oth y's sian oe Abvteg Mee on el ih Se ee 5,538,000 
9, 200 , 000 
POROPATICH canst, AR ON ne ee 3,430,000 


PRE SOR OTNIO Luis nis s tidsan RO OR oA ee 4 ie Oe $ 32,439,000 


1967 


$ 5,903,000 
4,741,000 
1,422,000 

22,000 


12,088, 000 
2,456 , 000 
419,000 


121,000 
1,383,000 


4,379,000 
2,792,000 
4, 267,000 
7,059,000 
2,747,000 
$ 26,273,000 
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The provision for “Airports and Other Ground Services—Operation and Main- 
tenance” (included in Department of Transport Vote 30) was charged with expenditures 
totalling $33,490,000 for the year 1967-68, an increase of $4,598,000 over the corresponding 
figure of $28,892,000 for the preceding year. The excess of expenditure on airways and 
airports (excluding new construction) over revenue received from airport operations was 
therefore $1,051,000, a decrease of $1,568,000 from the preceding year’s figure of 
$2,619,000. 

The operating results thus recorded are on a cash basis and do not include any 
provision for amortization of airport construction costs, interest on funds employed, 
or other costs such as a portion of the expenditure charged as air services administration, 
which would have to be taken into consideration if the actual cost of civil aviation 
airport operations were to be determined. The Department does, however, maintain 
accounts on an accrual basis for its operations at 17 of the major airports, which 
together account for approximately 87% of the revenue from civil aviation airport 
operations, and prepares therefrom periodic financial statements for management 
purposes. 

In addition, in this year’s Public Accounts, Volume II, pages 40.67 and 40.68, 
there appear Consolidated Statements of Operating Results and Investment Position 
for 190 airports for the years ended March 31, 1968 and March 31, 1967. These com- 
parative statements, which include provision for depreciation, interest on investment, 
administrative overhead, and employee benefits, show that the Department incurred a loss 
of $56,742,000 on operations for the year, an increase of $444,000 over the loss of 
$56,298,000 for the preceding year. 


_ 299. The Board of Grain Commissioners for Canada. This Board, consisting of a 
chief commissioner and two other commissioners appointed by the Governor in Coun- 
cil, is responsible for the administration of the Canada Grain Act, R.S., c.24, including 
the inspection, weighing, storage and transportation of grain, the fixing of tariffs, the 
establishment of standards and any other matter relating to the handling of grain. 

The following is a comparative summary of the results of operations for the past 
WO years: 


Year ended March 31 


1968 1967 
Expenditure— 
OE ET ee 5,196,000 $ 5,238,000 
A OO ie a Se a or 447 ,000 342,000 
rpnOe es meer ee eee SEO eli oe gad 216,000 200 , 000 
unr eee water oe). alege’d ler) och adil Ba 182,000 185, 000 
EE EE RL ane ee a a ee a 165,000 81,000 
IIR Ras AMD ati ss tn yh alls « » din d onde PR wR 93 , 000 84,000 
Transportation and communications...............00ececceeeeeeeee 78 , 000 71,000 
Se, GPeUUORMEL ONY, AG, SOU. Ste iclidites ltl. eb 164,000 168,000 


6,541,000 6, 369, 000 
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Year ended March 31 


1968 1967 
Revenue— 
Tnspection so dasiuhbeso ein ey ase ho teas ames oo ter ener ae $ 3,006,000 $ 3,876,000 
ie a 18101 a ep IRS AR SRS Reed TEN ero RIE To gc taenet REET 1,491,000 1,901,000 
Registrations and eantellations: !2.n. ac% ance tre halle) Oca ere meen S 88 ,000 116,000 
Paeencesn3W. «sa Zaledeepiees <4et.  GeReEe «ee Ae. eee ee oan 28,000 28,000 
OVER opted cd dass te le hace Be Sie asa Sete GT ate tea ee ee ee ene 12,000 14,000 
4,625,000 5,935,000 
excess of expenditire Over TevVenue......00-.. resco ctersecee Venere sec $1,916,000 $ 434,000 
Excess of expenditure over revenue provided for by— 
Department of Agriculture Votes 50 and 51................-+s-2e0-- $ 6,004,000 $ 5,954,000 
Canada Grain Act; iisi, 625; Becton 4s, «Me Onc wren eee es aie. eles 68 , 000 53,000 
Government departments which provided certain major services without 
Cy Coe Ome ten eee nee A. Ae eS eee RnE Te Meer ayn 469,000 362,000 


6,541,000 6,369,000 
ese LOVATO a5 5 cuca ee sore ise ee aOR ene Gata Roe ea ea a ee 4,625,000 5,935,000 


$ 1,916,000 $ 434,000 


The decrease of $1,310,000 in revenue was the direct result of the movement of 
smaller quantities of grain. 


300. Canada Pension Plan Account. The Canada Pension Plan, 1964-65, c.61, 
provides for a comprehensive program of contributory old age pensions and supple- 
mentary benefits for most persons in the work force in Canada, whether employees or 
self-employed, with the exception of those in the Province of Quebec who are covered 
by a parallel provincial plan. 

Section 110 of the Act established the Canada Pension Plan Account within te 
accounts of Canada to which all contributions, interest and other amounts received 
under the Plan are credited and to which benefits and other payments under the Plan, 
including administration costs, are charged. Section 111 established within the accounts. 
of Canada the Canada Pension Plan Investment Fund in which investments in provincial 
and federal securities are recorded. | 

The Act requires the Minister of National Health and Welfare to make an annual 
report to Parliament on the administration of the Act, including a statement showing 
amounts credited to or charged to the Canada Pension Plan Account and the Canada 
Pension Plan Investment Fund during the year. There is no requirement in the Act 
for the Auditor General to report upon this statement although such a provision would 
appear desirable. However, as both the Canada Pension Plan Account and the Canada. 
Pension Plan Investment Fund form part of the accounts of Canada, they are examined’ 
by the Auditor General under the provisions of sections 67 and 69 of the Financial’ 
Administration Act, R.S., c.116. This examination includes a verification, by test, of | 
transactions in the two accounts, a review of accounting and internal control procedures 
and confirmation of the investments of the Fund at the year-end. 


The following is 
Plan Account for the past two years: 
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a comparative summary of the transactions in the Canada Pension 


Prumtece me ONOL year’ 9.4, f.. 282. 2 ey Ti | fol... 


This balance comprised: 


Investment Fund. 


SS OL See 2 OSES (66 8 Le Ok 2s 6 eS oe 6a ei wale oe € © ae 0 


Year ended March 31 


$ 1,352,754,000 


$ 1,280,788 ,000 


1968 1967 
sealamnce @t beginning of year. ....... 6)... eec ssc cess sees, $ 680,881,000 § 89,406,000 
Receipts— 
Contributions from employers and EIOV ORT ute, ek ase 640, 244,000 587 , 202,000 
Pema Ondivemtmments,.....00000F,. SL 42,193,000 11,007,000 
Interest on the operating balance..,......................... 1,385,000 1,077,000 
OE EO EE Re San a ka 835,000 617,000 
684. 657,000 599 , 903 ,000 
Disbursements— 
eee moa expencey ei ces. 11,516,000 8,377,000 
Retirement benefit payments.............0.0ecccceececceee. 1,070,000 51,000 
prrurvors benehitipayments.:..bicics ali ss cs ov. seers. caw es) 198, 000 — 
12,784,000 8,428,000 
Excess of receipts over disbursements.................--...-... 671,873,000 591,475,000 


$ 680,881,000 


$ 615,521,000 


71,966,000 65,360,000 


$ 1,352,754,000 $ 680,881,000 


Transactions are recorded in the Account on a cash basis and hence no amount 
has been included for contributions relating to periods prior to March 31, 1968 but 
received after the year-end or for accrued interest of $20,330,000 on investments. 


The item “Other income” comprises $385,000 in penalties and interest on late 
payment of contributions, $341,000 received from the Quebec Pension Plan in respect 
of its share of charges relating to the registration of employees, $74,000 derived from 
electronic data processing services performed for others, and $35,000 in refunds of 
previous years’ expenditures. 

Retirement benefit payments commenced in January 1967 and there were 19,675 
recipients of pension benefits at March 31, 1968, an increase of 16,200 from the previous 
year-end. Survivors benefit payments became payable in February 1968. Payments to 
March 31, 1968 were: death benefits, $185,000; widows pensions, $9,000; and orphans 
oenefits, $4,000. 
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The following schedule shows the administration expenses charged to the Account 
during the year with respect to services provided to the Plan by various government 


agencies: 


Department Department Unemploy- 
of National of National Department ment 
Revenue Health and of Insurance 
(Taxation) Welfare Finance Commission Total 
CARINE code tlh ac das eee $ 3,979,000 $2,095,000 $ 563,000 $ 299,000 $ 6,936,000 
Office expense, station- 
ery and equipment... 602,000 138,000 585,000 72,000 1,397,000 
BRAVOL te dais. 6 sew eres 389 , 000 362,000 3,000 2,000 756 , 000 
Employee benefits...... 400 , 000 239,000 62,000 17,000 718,000 
Accommodation........ 282,000 278,000 59,000 27,000 646 , 000 
Advertionig:. .. .  ghaes te 225,000 307 , 000 — — 532,000 
COEOR is we terrtind «erate 179,000 ee 000 90 , 000 56, 000 531,000 
$ 6,056,000 $ 3,625,000 $1,362,000 $ 473,000 $ 11,516,000 


Administration expenses increased from $8,377,000 in 1966-67 to $11,516,000 in 
1967-68, a total of $3,189,000, comprising mainly $2,418,000 for salaries and employee. 
benefits, $551,000 for office expense, stationery and equipment and $115,000 for accom- 
modation. | 

We have noted in previous Reports (paragraph 257 in 1967) that the Treasury: 
Board has given to the Department of National Health and Welfare, as the Department 
administering the Plan, the right to review and audit all charges made to the Canada 
Pension Plan Account by other departments and agencies. An interdepartmental com-' 
mittee, which was assigned the task of reviewing the manner in which costs were 
being allocated to the Plan by the administering departments and agencies and of 
recommending the manner in which the audit of charges should be made, completed 
its study in May 1968. It recommended that the audit be made by the servicing 
departments and agencies in conjunction with their own internal audit group. Pending 
the establishment of the departmental internal audit groups, an audit of charges against’ 
the Plan has not been made. | 

The Act restricts the investments of the Plan to securities of Canada or the 
provinces, or securities guaranteed by the provinces, which are not negotiable, transfer- 
able or assignable. The amount available for investment in provincial and federal. 
securities at each month-end is determined by deducting from the uninvested balance 
in the Account the estimated amount required to meet all payments during the following 
three months. This amount is allocated monthly to the various provinces in the ratio 
that contributions originating in each province bear to the total of all contributions. 
Any balance not required for the purchase of securities offered by a province is to be 
invested in securities of Canada. The rate of interest on securities purchased for the 
Investment Fund is determined by the average rate of interest on outstanding obligations © 
of Canada at the time of purchase. 


f 
ia 
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At March 31, 1968 securities of Canada and the provinces bearing interest at rates 
varying from 5.29% to 6.53% were held as follows: 


Oe rr $ 728,599,000 
MOUS ness btwn nsdnssnncnssecaneesuawaas ug 186,085,000 
RE See NE sian vivmnnnvnenvanneecunsevnnesmenins ech dtc Aids, Me 113,333,000 
_ oo sheveciettpat abies rn oe cee rh ne 76,412,000 
hel Oia ee or 55,557,000 
MR arco eo ees as aces bees 47,862,000 
PTR eee vec n sees eee ev cvcsetaeeensutacs cere vreteecs. ie 37,007, 000 
te N02 sues Gy sos sero uerouieries ee ee 23,693,000 
atten oie ekaie vee ne sve vn sscvarsscetwivecu 4,288,000 
Rs ss ov fceuscsceedsscisis socal one 2,244,000 
ce resi oe ean aR 5,708,000 


— 


$ 1,280,788 ,000 


Judges, and members of the Armed Forces and the Royal Canadian Mounted Police, 
employed in the Province of Quebec are excluded from participation in the Quebec 
Pension Plan and have been brought under the Canada Pension Plan. As their employ- 
ment is in the Province of Quebec, their contributions and those of their employer to 
the Canada Pension Plan have been allocated to that Province and at March 31, 
1968 Canada Pension Plan moneys amounting to $2,244,000 had been invested in 
securities of the Province of Quebec. 


301. Canadian Government Elevators. The Canadian Government Elevators com- 
prise six elevators located at Moose Jaw, Saskatoon, Calgary, Edmonton, Lethbridge 
and Prince Rupert, which are operated by the Board of Grain Commissioners for Canada 
under authority of section 166 of the Canada Grain Act, R.S., c.25, and Order in Council 
P.C. 1372 of August 19, 1925. 

The Crown’s equity in the Elevators at March 31, 1968 was $14,152,000 represented 
by: fixed assets, $12,549,000; working capital, $1,600,000; and advances for recoverable 
freight charges, $3,000. 

The following is a summary of the results of operations for the past two years: 


Year ended March 31 


1968 1967 
Income— 
re MG Ee gard! ore cr, shieia s od de Ba vleale'd » ot RS $ 1,190,000 $ 316,000 
RA IIe Oi es a bubawens » ate pid akinn ae 465,000 757 ,000 
EE FAD 8h Nard al ann xpaje |e’ 6 ae 9 glug s'¥ = 263 , 000 227 ,000 
vac nd eva bees ae emcasnes ee 53,000 100,000 
ee ee er ee ee ee ok We asec cba eae ea 25,000 106 , 000 


ramen ker i MR A. lev eed. Dae idee 80 , 000 71,000 


2,076,000 1,577,000 
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Year ended March 31 


1968 1967 


Expense— 
Salaries and wagcedcs.« siicvn hee ets Sic De een p RAM Mee $ 1,098,000 $ 1,126,000 
Employes! benelits.. 546. 4'y. A wee a's 4 ete oe os oh ease ee cee 88, 000 70,000 
Maintenance—buildings, plant and equipment..................... 198,000 218,000 
ésrante in lied of taxed ope. ct oe oe oe a te ee Se ee tes 173 ,000 153,000 
PE tad os ast. fk Ea Hod oes, eR Nach cots 2 ein aa eee eee 114,000 110,000 
GRE OVI s, sicc: os 55.55 ices ny Gel ees adil as ha ear cette tah 90 , 000 81,000 
Lranenort ation And. COmmuUnICAUODS «51 aa meek coud ea eR eae 16,000 16,000 
PL CEGTLIVUILIS <ATIC: CHEUIIIO LESVTC ec hlin. ) are We 5 Raine teeceeia ected eae ae 10,000 9,000 
| 1S ea a RE a ee ig MSM GEES ee Cee RRS OIC Ala Wace tor ab Reet a ae 15,000 16,000 
1,802,000 1,799,000 
Operating profit (loss) without provision for depreciation.............. $ 274,000 $ (222,000) 
Operating profit (loss) disposed of as follows— 
Income transferred or to be transferred to the Receiver General...... $ 2,076,000 $ 1,577,000 
Expense charged to— 
Department of Agriculture Vote 50.....5....0 500. ccc ccccc es cees 1,704,000 1,720,000 
Appropriations of departments which provided certain major serv- 
ices without. chargers. 1. 22 were Ped eee Oe 98 , 000 79,000 


1,802,000 1,799,000 
$ 274,000 $ (222,000) 


The increase in storage income was due to large stocks of grain remaining in some 
of the elevators throughout the year as a result of good crops and reduced export sales. 
As receipts of grain declined from 27.7 million bushels in 1966-67 to 12.9 million bushels 
in 1967-68, there were corresponding decreases in income from elevation, drying and 
cleaning. 


A loss of $63,000 during the year by the Lethbridge elevator was the twenty-third 
consecutive annual loss, the accumulated deficits totalling $1,097,000. 


302. Canadian Government Printing Bureau. The Printing Bureau, a branch of 
the Department of Defence Production, operates the printing plant in Hull, Que., and 
small printing units across Canada. Its operations are financed by means of a working 
capital advance (the Queen’s Printer’s Advance) provided for by section 37 of the 
Public Printing and Stationery Act, R.S., c.226. The Advance may not exceed $4 million 
plus the amounts due from government departments and agencies. 


The Crown’s equity in the Advance at March 31, 1968 was $510,000 represented by 
inventories of work in process, materials and supplies of $1,442,000, and petty cash 
of $1,000 offset by accounts payable to outside suppliers of $933,000. Additional equity 
of the Crown in the Bureau at March 31, 1968 is in the form of equipment at a cost 
value of $6,623,000 and in monotype, linotype and matrices with a cost value of $463,000. 
The cost of equipment purchased is charged to cost of sales in the year of acquisition 


and the cost of monotype and linotype metals is amortized over three years regardless 
of the extent to which the metal is used in any year. 
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The following is a summary of the results of operations for the past two years: 


Year ended March 31 


1968 1967 

Fogo es ieee eect iassepeicriccs tS 16,850,000 $ 15,794,000 
eee ere emy ts ers OT. Gyyato af 15,502,000 14,531,000 
IN EOS finer ck vey, ol. +s uvstak wu luene ch Gout 1,348,000 1, 263,000 
MRE URD CIE sols eres ops tafe, eee Ae ee 743 , 000 690 , 000 

605 , 000 573,000 
ek OT RR a ne 23,000 8,000 
Profit, transferred from the Advance account as revenue.............. $ 628,000 §$ 581,000 


Cost of sales does not include depreciation, interest on funds employed, or the 
value of accommodation and other services provided without charge by government 
departments. However, the full cost of equipment purchased during the year, $501,000, 
has been included. (See paragraph 245 of this Report. ) 


303. Canadian Government Supply Service. This Service, a branch of the Depart- 
ment of Defence Production, is financed by a revolving fund established on April 1, 1966 
by Vote L18e, Appropriation Act No. 4, 1966, 1966-67, c.6, for the purpose of acquiring 
and managing stores; for manufacturing, producing, processing or dealing in stores or 
materials; for the purchase and supply of repair services for office furniture and equip- 
ment; and for freight services. The purpose of the revolving fund was extended by 
Vote L13g, Appropriation Act No. 2, 1967, 1966-67, c.85, and Vote L22a, Appropriation 
Act No. 7, 1967, 1967-68, c.8, to include the procurement of insurance coverage at bulk 
rates on the movement of household effects; the financing of the cost of hotel accom- 
modation in Montreal during the period of the Canadian Universal and International 
Exhibition in 1967; and the financing of the travel accounts rendered by carriers for 
Services arranged by the Central Travel Service. The revolving fund may not exceed 
$10 million plus amounts owing to it by government departments and agencies. 

The Crown’s equity at March 31, 1968 was $4,668,000 represented by inventories 
of $5,456,000 and a deposit premium on transit insurance of $66,000, offset by accounts 
payable to commercial suppliers of $854,000. 

The following is a summary of the results of operations for the past two years: 


Year ended March 31 


1968 1967 


$ 13,514,000 $ 16,528,000 
12,899,000 16,561,000 


615.000 (33,000) 


ES a ill RS a ee eer ppt ahéns 


eee ee ey ee eet She OF EN ee A cca desk asewa 
LP OR eee $ 686,000 $ 12,000 
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The cost of sales does not include interest on funds employed, administration 
expense, accommodation, equipment, etc., provided without charge by the Department 
of Defence Production and other government departments. 


304. Defence Production Revolving Fund. Section 16 of the Defence Production 
Act, R.S., c.62, established the Defence Production Revolving Fund for the purpose 
of acquiring, storing, maintaining and transporting stocks of materials or defence sup- 
plies, and providing working capital loans and advances to persons engaged in defence 
work. The balance of the Fund may not exceed $100 million, a limit which has not been 
approached in recent years. 

The balance of the Fund at March 31, 1968 was $39 million which included $7.8 
million representing the cost of stolen cobalt and the inventory of strategic materials. 
The realizable value of these materials, estimated at not more than $2.7 million, and 
the potential losses are commented on in paragraph 246 of this Report. 

Also included in the year-end balance were loans of $8.5 million to manufacturers 
to assist them in the acquisition of capital equipment. These loans, which were made — 
contrary to section 16(2)(c) of the Defence Production Act, are commented on in | 
paragraph 82 of this Report. 

The Fund’s operations for the past two years may be summarized as follows: 


Year ended March 31 


1968 1967 
Sales of defence suppiicn Bt cost wie :urbt. Gen one avecesse vee. ee $ 25,400,000 $ 33,095,000 
Pe Rren INCOMIGT Ce hie! cng ee tae Se he oe ee eee $ 780,000 $ 1,012,000 
Profit or (loss).on'\ strategie materials sold 0200. a0, Sy ee 54,000 (76,000) 
OTUs TOS PGT VOHNES lic Has ca wukadinec ab iene ohice ae ne $ 834,000 $ 936 , 000 


The surplus, together with $69,000 in interest collected during the year but which 
had been earned during the previous year, was transferred from the Revolving Fund 
as revenue in 1967-68. 


305. Fisheries Prices Support Board. The Fisheries Prices Support Board, con- 
sisting of not more than six members appointed by the Governor in Council, was 
established under the Fisheries Prices Support Act, R.S., c.120. The Board is responsible 
for investigating and, where appropriate, recommending action to support the prices 
of fisheries products, in an endeavour to secure a fair relationship between the returns 
from fisheries and those from other occupations. Support measures take the form of the 
purchase of a fisheries product by the Board at a prescribed price or the payment to a 
producer of the difference between a prescribed price and a lower average price at which 
a product is sold during a specified period. The Act requires that an account called the 
Fisheries Prices Support Account be maintained to which shall be charged all expendi- 
tures other than administration costs which are met out of moneys appropriated by 


1 
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Parliament for the purpose, and to which shall be credited the proceeds of sales of 
fisheries products. The Act also provides that the net operating profit in each fiscal year 
shall be deposited in the Consolidated Revenue Fund as revenue, and that the net 
operating loss in any fiscal year may be recouped from moneys appropriated by Par- 
liament for the purpose. 

The balance of the Account, $842,000, at March 31, 1968 includes the Crown’s equity 
in the Account of $79,000, consisting of inventories of $25,000 and accounts receivable 
of $68,000 less accounts payable of $14,000, and the accumulated deficits of $763,000, 
incurred under a number of Support programs extending back to 1962-63, the major 
portion being the 1967-68 loss of $552,000. 

The results of the Board’s activities for the year ended March 31, 1968 are sum- 
marized as follows: 


Sales Cost of sales Loss 
Lake Erie yellow perch program........................... $ 381,000 $ 905,000 § 524,000 
Canned mackerel, 1967 program........................... 76,000 98,000 22,000 
Canned mackerel for the World Food BE PROBE ss 2! bx Pe 118,000 124,000 6,000 


$ 575,000 $1,127,000 $ 552,000 


Failure to recoup losses annually through parliamentary appropriations results in 
the understatement of the expenditures applicable to the year and the improper inclusion 
of the accumulated deficit among the assets of Canada. (See paragraph 248 of this 
Report.) 


306. The National Film Board. This Board was established in 1939 by the National 
Film Act, R.S., c.185, to initiate and promote the production and distribution of films 
in the national interest. The Act also established the National Film Board Operating 
Account in the Consolidated Revenue Fund. With the exception of expenditure on 
equipment acquired for its own use, which has been charged to National Film Board 
Vote 5, all expenditures of the Board are charged to the Account, including the cost 
of capital equipment acquired for the Canadian Government Photo Centre in Ottawa, 
as authorized by Vote L30, Appropriation Act No. 5, 1963, 1963, c.42. The Account 
is credited with all moneys received from operations of the Board, including the sale 
and rental of films and other visual materials; amounts provided by National Film 
Board Vote 1, “Administration, Production, and Distribution of Films and Other Visual 
Materials” ; and amounts transferred from appropriations of other government depart- 
ments in respect of work undertaken for them. 

The equity of the Crown at March 31, 1968 was $3,986,000, comprising capital equip- 
ment having a net book value of $2,047,000 and a balance of $1,939,000 in the National 
Film Board Operating Account, including $149,000 for equipment of the Canadian 
Government Photo Centre. 
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value of major services provided without charge by government departments. The increase 
in salaries was due to annual pay increments and an increase in the number of full-time 
employees together with an increase in the number of casual employees required for 
the installation and operation of the Board’s exhibit at Expo ’67. The increase in the 
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The following is a summary of expense and income for the past two years: 


Year ended March 31 


1968 
Expense— 
Production of films and other visual materials for: 

National Film Board. \.. ge. cteetempecing 4 it psselte eeieirin ie pasate $ 5,084,000 

Government departments and others.............eee eee eeeeeees 4,660,000 
Distribution of films:, vs s-. p pn ea eo Oe eae oe ae 3,646,000 
Estimated value of major services provided without charge by gov- 

CYOMONG. GEPATCUROH ES (eis foersiniss cate elds Shs pyrene Quah s Dpageainaeye oies 1,743,000 
ACministrauon BOG LENSIAl SGrVICes.<.. + can cee os ee eee ee eee 1,463,000 
Depreciation: on equipmrent....05/ 400s es cx Ce ON rey wl eek Ie oe 259 , 000 
Fire loss. replacement Costs... 60.4 esas «ee 3 ee ee 47,000 

16,902,000 

Income— 
pala filmes and Other visual Mateniais.<....aso2ne, ce etree mene 5,235,000 
Rentals andro valtioss, oe acls i fet oe EO ee. ee ee oe 974,000 
PVPIB CE ULATIOGISN dic Sa thc nce ie 5 Gs Sea crete Rela, oe es fs oS 5 Baoan ec PR eek 45,000 
Canadian Government Photo Centre—net profit for the year........ 41,000 
6,295,000 
info etona eles 5 We rage A Si, Ls Sai carl Coir eae nmr. goth anniek - >, $ 10,607,000 


Net expense provided for by— 
Nacional Filme BOAR W.OLG ste «ates inate .eete a et ke ee es ees eee $ 8,663,000 


Lessy Amount nGtused. AMO eh Ait ae sic. s wis kan)ew hie ew oe eee res 58,000 
8,605,000 

Government departments which provided major services without 
Charve we We co Se 2k ek ee) a tee ee ee ae 1,743,000 
LB Ye) aVateles ts so (ats Wee xeon ol an we ete in ON eR ania, Pople Pere ievik HON, "Nay: commer te 259,000 
$ 10,607,000 


1967 


a 


$ 4,541,000 
4,478,000 
3,199,000 


1,334,000 
1,237,000 
330,000 


15,119,000 


5,074,000 
821,000 
68, 000 

63 , 000 


6,026,000 
$ 9,093,000 


$ 7,509,000 
80, 000 


7,429,000 


1,334,000 
330, 000 


$ 9,093,000 


} 
i 


The increase of $1,783,000 in expense for the year was accounted for mainly by an_ 
increase of $798,000 in salaries and wages, an expenditure of $369,000 for a special. 
film for the Canadian Pavilion at Expo ’67, and an increase of $409,000 in the estimated 


value of free services included $128,000 for additional accommodation provided by 


the Department of Public Works and a prior years’ adjustment of $231,000 for con- 
tributions to the Public Service Superannuation Account. In previous Reports we have 


suggested that the value of services provided without charge by government departments | 


be integrated into the costing system to provide more accurate and realistic costs of 


production and administration. We have been advised that the study of this subject — 
has been completed by officers of the Board and that they have recommended to the 
Treasury Board as follows: | 


Although consideration has been given to incorporating the estimated cost of free 
services into the cost system of the Board, it has been generally agreed that it would 
be more practical to defer such an undertaking until such time as an actual charge is 


made by departments for these services. 
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In July 1967 the Board suffered a fire loss of $158,000 made up of the replacement 
cost of films and prints destroyed, $93,000, displays, $34,000, sundry general stores, 
$15,000, and office furniture and equipment having a depreciated value of $16,000. The 


report on the investigation of the fire disclosed 


that the construction and facilities of 


the warehouse were totally inadequate for the safe storage of films having a cellulose- 


nitrate base. 


307. Post Office. The Post Office Department operates under the authority of the 
Post Office Act, R.S., c.212, which provides that the Postmaster General shall administer, 


superintend and manage the Canada Post Office. 


The following is a summary of the results of operations for the past two years as 


recorded by the Department in the Public Accounts: 


Year ended March 31 


1968 
COUN Co pa ie rr $ 327,104,000 
Bete Dats (otrtevente..) 2.05)... .. 45,458 , 000 
Oe ee hort 281,646,000 
Other revenue— 
eis dered «vl od Gd oon ds pad cc 120,000 
Estimated: 


Value of mail and other services provided without charge to other 
POvermmMeneCOnartments, ... 666 ionic ns ) owdieca ence ceca ssn. 


291,565,000 


Expenditure from parliamentary appropriations— 


ree PE PEP ett de tes yl 205,596 , 000 
OT a a a er es 87,095,000 
Administration, financial Be a ee i A yg Ue 9,155,000 
Interest on Savings Bank accounts— 

474,000 


TS ee ee 
302 , 320,000 
Estimated value of major services provided without charge by other 
government departments— 
wg ALS se a 
Contributions to: 
Public Service Superannuation Account...................0-- 


38,871,000 


11,710,000 


Canada Pension Plan and Quebec Pension Plan............... 3,028,000 
Employee group surgical-medical insurance................--. 1,804,000 
Accounting and cheque issue services.................00eeeceeee 590 , 000 
433 , 000 


proretenmuvitataasiing Se, le Le 
56, 436,000 


358, 756 , 000 


gg a ae $ 67,191,000 


1967 


—_—__. 


$ 295,443,000 
42,100,000 


253 , 343,000 
87,000 


6, 275,000 
2,511,000 
1,158,000 
10,031,000 


263 , 374,000 


181,787,000 
78,904,000 
7,803,000 


516,000 
269,010,000 


27,811,000 


9,439,000 
2,857,000 
1,137,000 
638, 000 
246,000 
42,128,000 


311,138,000 


$ 47,764,000 
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The $32 million increase in gross revenue was due chiefly to increases of $20 million 
in the revenue from postage meters and registers and $8 million from the sale of postage 
stamps. The $33 million increase in expenditure from parliamentary appropriations was 
due mainly to increased salary costs of $22 million and an increase in costs of mail 
conveyance of $8 million. 

The estimated value of accommodation increased by $3.5 million because of an 
increase in the cost of space and the use of additional space, and by a further $7.5 
million because of a more precise calculation of the amount of space occupied than that 
made in the previous year. 

In summarizing its operations for the year 1967-68 the Department has again 
included three items which prior to last year had not been taken into consideration 
in reporting the net operating deficit or surplus of the Post Office in the Public Accounts. 
These items are: 


Year ended March 31 


1968 1967 
Revenue— 

Interest'on Money Order Account 6:54 a5 0c cien treet es $°23212 000 7 $2707, 000 
Interest on funds in Savings Bank Account at 53%............00000- 1,063 , 000 1,158,000 
3,275,000 3,669,000 

Less: | 
Interest paid on Savings Bank accounts at 23%.............c.0e0- 474,000 516,000 

pe 8 na eaianiariceraeuasaechnaiianipcnma | 


AOL AdGitional reyentie recoraed (Net). oi. 5555054 0a 055m eee ele $ 2,801,000 $ 3,153,000 


Interest paid on Savings Bank accounts continues to be recorded as expenditure | 
of the Department of Finance and that Department benefits, through lower interest | 
costs, from the large balances in the Money Order Account and the Savings Bank | 
Account. : 

As we stated in paragraph 263 of last year’s Report, it is improper for a department 
to take unilateral action in such circumstances and, if the Post Office Department is 
to receive credit for the value of the balances held in these two Accounts, the Department 
of Finance must give recognition to these additional costs. 


308. Queen’s Printer—publishing activities. In accordance with the provisions of — 
the Public Printing and Stationery Act, R.S., c.226, and Orders in Council made pursuant — 
to the Public Service Rearrangement and Transfer of Duties Act, R.S., c.227, the 
Department of Public Printing and Stationery is charged with the function of procure-— 
ment of print for books and publications and with the distribution of parliamentary, | 
departmental and other publications. The operations include the printing of the Canada | 


Gazette, the Statutes of Canada and other government publications. 
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A summary of expenditure and revenue for the past two years follows: 


Year ended March 31 


1968 1967 
Expenditure— 
Printing of official documents..........................0000....... $ 2,911,000 $ 2,414,000 
EPO eMNTAR Wit We, WO, AEE ETS. 40. Ak ue feck 2,012,000 1,698,000 
ye ae a a 766 , 000 755,000 
MD aa ln ott bys esi y si ccsente.ac 395,000 331,000 
Publications of international organizations......................... 92,000 — 
6,176,000 5,198,000 
Revenue— 
PeebmummuunaunbaGSécmetel. cweose. xedaiy. [idiucweds docs 3,148,000 2,114,000 
Be hE cu we 44,000 24,000 
ME ie ok c re tes se ee ee Bile 24,000 41,000 
ramen neerwrers ttle igen SLi eronoN ul) eects tae 2,000 37,000 
3,218,000 2,216,000 
Excess of expenditure over revenue.................................. $ 2,958,000 $ 2,982,000 
Excess of expenditure over revenue provided for by— 
Department of Public Printing and Stationery Vote 1. .0i0.5....8. $ 4,782,000 $ 4,021,000 
Adjustment of amounts credited to revenue in previous years (statutory) 92,000 — 
Government departments which provided major services without charge 1,302,000 1,177,000 


6,176,000 5,198,000 
Pee aise PCA ane EW wes asin ohare hd Me Fock ee ecb 3,218,000 2,216,000 


$ 2,958,000 $ 2,982,000 


Final settlements with the several international organizations for the purchase of 
publications formerly held on a consignment basis resulted in an adjustment of $92,000 
in amounts credited to revenue in previous years. Almost all settlements have now been 
made. Because of deficiencies in the Department’s records, the majority of settlements 
were arrived at on a net value basis. 

Expenditure for the year was $978,000 or 19% over the preceding year, due mainly 
to special projects for Centennial Year. Costs of printing official documents include 
an estimated $79,000 for documents distributed free to Members of Parliament and 
to organizations approved by the Treasury Board. The Department handles the distri- 
bution of publications for several government departments and agencies at an estimated 
annual cost of $150,000 without recovering the costs incurred from the departments. 

Vote L33a, Appropriation Act No. 10, 1964, 1964-65, c.34, as amended by Vote 
L65e, Appropriation Act No. 4, 1966, 1966-67, c.6, established a revolving fund for the 
purpose of paying for print purchased from commercial printers. The revolving fund may 
not exceed $250,000 plus amounts due by government departments and agencies. The 
balance of the fund at March 31, 1968 was $51,824 representing amounts owing by 
departments and agencies. In our opinion the use of this particular revolving fund 
results in a duplication of the paying process. (See paragraph 167 of this Report.) 

The sales operation of the Department is handled by a mail order office in Hull, 
Que., and by six Queen’s Printer’s bookshops located in the larger Canadian cities. In 
addition, sales counters are located in the Parliament Buildings and the National Gallery 
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in Ottawa. A sales counter was also located in the Canadian Pavilion during the 1967 
World Exhibition in Montreal. 

In previous years (paragraph 264 in our 1967 Report) we have reported the lack 
of adequate control over the Department’s stock of publications held for sale at the 
headquarters in Hull and at the several bookshops, the retail value of which at March 31, 
1968 was estimated by the Department to be in excess of $7,000,000. During the year, 
the Department and the Comptroller of the Treasury carried out an extensive study 
of the Department’s operations and developed a detailed financial management plan 
for the Department. As a result, the Department had by the year-end established a 
computerized record of bulk store receipts and issues of publications. However, inventory 
control remains to be established for mail order stores, international publications stores 
and the substantial consignment stock held by several government departments. Because 
of personnel problems and the changes in the accounting system, the several stocktakings 
of bookshops carried out by headquarters’ staff during the year were not reconciled with 
headquarters’ records at March 31, 1968: There is thus no assurance that the value of 
bookshop stocks recorded in the control accounts at headquarters reflects the value of — 
books on hand at the year-end. | 

A bulk publications store, which functions solely as a warehouse from which the 
mail order office, bookshops, sales agencies and consignment agencies draw their supplies, 
has been under the control and supervision of the Canadian Government Supply Service — 
since 1965. However, in November 1967 the Department took over the responsibility — 
for the stock records. Included in the bulk store stock is a quantity of National Gallery 
painting reproductions, with a retail value in excess of $200,000, estimated to be suf- | 
ficient to meet sales requirements for the next ten years. The Department of Public | 
Printing and Stationery has not been charged by the Supply Service for shipping and | 
receiving services or for the substantial cost of controlling and supervising the bulk 
store. | 


309. Royal Canadian Mint. The Royal Canadian Mint operates under Part II of the — 
Currency, Mint and Exchange Fund Act, R.S., c.315, and provides facilities for making © 
coins of the currency of Canada, and for melting, assaying and refining gold. 


The following is a summary of the results of operations for the past two years: 


Year ended March 31 


1968 1967 
Sales— 
Other than Coin at 
coin face value 
Gold Meats «wie RARE ue n> Sie een $ 68,687,000 $ 4,373,000 $ 73,060,000 $ 83 , 987 , 000 
ST eee oe eee ae SPP gb Seen ae re 389 , 000 26, 280,000 26,669, 000 25,117,000 
Bronze Sata nlc fics ee ee 5,000 3,648,000 3,653,000 2,427,000 
Mieka). Seu cok. Feel A 24,000 3,741,000 3,765,000 743 , 000 
$ 69,105,000 $ 38,042,000 107, 147,000 112,274,000 
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Year ended March 31 


1968 


——— 


$ 96,803,000 


10,344,000 
Soiree ReeeMNE MSATIOS, CEG. oe iw ees co ene cede scene ceeveueccnce 328,000 
Revenue from bullion and coinage................................. 10,672,000 
Other revenue— 
Ni Cog 9S ol le iia Sanat aah Aa an aene S A LIe, 13,469,000 
Less: Wace value of coin... 2.0.05. cs. c ce canesce$ 6,648,000 
Ripping expense...,............ 354,000 
Metal in medallions sold................. 241,000 
Dea Ce OUR SS 2 a a a 28, 000 
7,271,000 
6,198,000 
Raou SUOrawo att GtNer Charges, oe. coed 6 wee dca oss mesnesccec cue! 281,000 
6,479,000 
Seren ete ter A ans ss Seb Tek ile c hice su cevlode lth 17,151,000 
Expenses of operation, maintenance and administration— 
SC ly ae ee a a oe ae 2,007 ,000 
Te MEGS AEE pet ET Te. Eat Rey ree cok ct 128,000 
eee eee IS ow), oe heh, ole. 1,279,000 
A epre ca roumenuprmenta, bury ss .ces er sew guonl <r ealpeas 341,000 
ESR a i a 248 , 000 
Be a nino 2s abe hi ded tod an oil cu 166 , 000 
Construction or acquisition of equipment.....................00-. 147,000 
Repairs and TLE COS Ve 8 MADR Be i Cs aoe ae oe te 94,000 
eee merrier AEs Stat oe, PUTECI) Sly, ll ee ape OAL A at 55,000 
Rr Ree Shed Bais ale st. «bine bis CG aided oop aT eS 43 ,000 
4,508,000 
i al use hs eas cxmrad eine Boreas ik $ 12,643,000 
Net profit disposed of as follows— 
ET OM arate ea hectic Gunns Sinks ids ale! vad wasn cocked «ih $ 17,151,000 
Expenses provided for by— 
Department of Finance Votes 30 and 35.............000eee eens 3,997,000 
Government departments which provided major services without 
EN ON EE TT LO Oe eT ee Pe ee 511,000 
4,508,000 


$ 


12,643 , 000 


1967 


—— 


$107, 168,000 


5, 106,000 
324,000 


5,430,000 


2,725,000 


1,218,000 
76,000 
118,000 


1,412,000 


1,313,000 
118,000 


1,431,000 


6, 861,000 


1,831,000 
148,000 
806 , 000 
236, 000 
172,000 
130,000 
135,000 
194,000 

53,000 
66, 000 


3,771,000 


3,090,000 


6,861,000 


3,218,000 


553 , 000 
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The increase of $10,290,000 in revenue, from $6,861,000 to $17,151,000, was due 
partly to an increase in the number of coins issued, from 339 million pieces in 1966-67 
to 578 million pieces in 1967-68, and an increase in the sales of uncirculated coin sets. 
In addition to the increased unit volume of sales, the composition of the silver coinage 
was changed during the year from 800 parts silver and 200 parts copper to 500 parts 
silver and 500 parts copper. 

The increase in the cost of supplies was due to the issue of special coin sets in 
presentation cases for Centennial Year. 

At the commencement of our annual examination of the store of bullion and coin 
we found that coin sets valued at $692,000 had been shipped by a Mint employee without 
bona fide orders and without payment having been deposited to the credit of the Receiver 
General. To the best of our knowledge full payment for these sets has been made and 
no loss resulted. (See paragraph 90 of this Report.) 


310. Unemployment Insurance Fund. The Unemployment Insurance Act, 1955, c.40, 
(superseding 1940, c.44), provides for insurance against unemployment and for the 
maintenance of a national employment service. The portion of the Act relating to 
insurance against unemployment is administered by the Unemployment Insurance Com- 
mission consisting of three commissioners appointed by the Governor in Council. The 
portion relating to the national employment service has been the responsibility of the 
Minister of Manpower and Immigration since October 1, 1966, pursuant to the Govern- 
ment Organization Act, 1966, 1966-67, c.26. 


In 1965 the Unemployment Insurance Commission was assigned responsibility for 
administration of the Transitional Assistance Plan under which workers in automotive 
manufacturing and parts industries who became unemployed as a result of the operation 
of the Canada-United States Agreement on Automotive Products may be given financial 
assistance in addition to that provided by unemployment insurance during the period 
required to adjust to new employment conditions. 


The Act established the Unemployment Insurance Fund as a special account in 
the Consolidated Revenue Fund to which all contributions from insured employees 
and their employers, and the Federal Government contributions equivalent to one-fifth 
of the total employee-employer contributions, together with interest on investments, are 
credited, and to which benefits and other payments under the Act are charged. 

Financial statements showing the operations of the Fund during the fiscal year 
and the state of the Fund at the end of the year are prepared annually by the Com- 
mission. In our 1960 and subsequent Reports attention was drawn to the fact that the 
Act does not require that these financial statements be audited. The Public Accounts 
Committee has made reference to this in a number of its reports, the last being in its 
Fourteenth Report 1966-67 (see Appendix 1, item 8), recommending that these state- 
ments be required by statute to be prepared by the Commission and reported upon by 
the Auditor General. Although the Act has not yet been amended, the Commission 
submits its financial statements to the Audit Office for examination, and the statements 
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for the year ended March 31, 1968, together with our report thereon to the Minister 
of Labour, are reproduced in the Public Accounts, Volume II, pages 42.6 to 42.9. 


The following is a summary of the Fund’s transactions for the past two years, 
together with the year-end balances at the credit of the Fund: 


Year ended March 31 


1968 1967 
Receipts— 

Contributions from employers and employees................... $ 347,458,000 §$ 343 , 853,000 

Contributions from MUAY 67 6329248 ¢8 de 0d bth 2 bee iva deen 69,491,000 68,771,000 

direomne Trout itivestinenits........... 0.0.00... cceeeceecs cece... 15,894,000 10,931,000 

Doe gy 188 , 000 172,000 

433,031,000 423,727,000 
Disbursements— 

Rs, es ok cc ak 388 , 582,000 307 ,007 , 000 
Excess of receipts over disbursements............................ 44,449 000 116,720,000 
menlerioP A Deminning Of wear.) (i Plan ss bn scden seeks ckmcoss..... 258 , 203 , 000 141, 483 ,000 
nee Beary wwe aM Ame, Ie 302,652,000  $ 258,203,000 


| Disbursements from the Fund do not include the administration expense of the 
Bommission which amounted to $46,613,000 in 1967-68 compared with $44,436,000 
| for the preceding year, an increase of $2,177,000. This expense was met to the extent 
of $37,659,000 ($37,334,000 for 1966-67) by funds provided by Unemployment Insurance 
Commission Vote 1 in accordance with section 10 of the Act and to the extent of 
$8,954,000 ($7,102,000 for 1966-67) by government departments which provided accom- 
‘modation for the Commission’s offices throughout Canada, contributions to the Public 
‘Service Superannuation and Canada Pension Plan Accounts and accounting and other 
‘services, without charge. 
| Major services provided by government departments without charge accounted for 
$1,852,000 of the increase of $2,177,000 in administration expense. The major increases 
were in the charges for contributions to the Public Service Superannuation Account, 
$691,000, accounting services, $666,000, and accommodation for the Commission’s offices, 
$360,000. Salaries, wages and allowances were slightly higher by $284,000, notwithstanding 
a reduction of 142 in the number of regular employees on strength (from 5,107 at 
March 31, 1967 to 4,965 at March 31, 1968). Travelling and removal expense rose 
by $255,000 due primarily to the closing of 46 offices in the year and the consequent 
transfer of their functions and personnel to adjacent centres. There was a reduction 
of $233,000 in commissions paid to the Post Office as a result of an increase in the 
number of employers who made their contributions by the bulk payment method rather 
than by the purchase of unemployment insurance stamps and meter impressions. 

In 1967-68 the Fund’s excess of receipts over disbursements was $44,449,000 com- 
pared with $116,720,000 in 1966-67. Contribution receipts were slightly higher (1%) 
than those of the previous year but benefit payments increased by 26% from $307,007,000 
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in 1966-67 to $388,582,000. There were increases in the percentage of the insured popula- 
tion drawing benefits, the number of claims allowed, the average number of benefit 
weeks paid and the average weekly benefit rate paid. Comparisons follow: 


Year ended March 31 


1968 1967 
Average monthly percentage of the insured population drawing benefits. . 6.1% 5.2% 
Number of initial beneht claimsimllowé@ss. s. 225s. des aoe eee eee 1,208, 248 1,053,412 
Average number of benefit: weeks paid............ ¢..«. «Ae GRABale dee Bea 13.2 12.6 
Average weekly benefit rate paid..42 020s ee, ae cies ee $ 25.81 $ 24.92 


In keeping with past practice, we reported to the Chief Commissioner on each 
of the examinations of field offices made during the year. Prompt attention was given 
to all audit observations and corrective action was taken where required. Our examina- 
tions are designed primarily to test the adequacy of internal control over contributions, 
other income, benefit payments and the collection of overdue contributions, penalties 
and benefit overpayments. The extent to which adjudication of claims complies with 
the provisions of the Act and regulations is also tested. In appraising the validity of 
benefit awards, no attempt is made by the Audit Office to verify the accuracy or 
completeness of information regarding claimants contained in the records of the Com- 
mission, beyond questioning apparent deficiencies in these records. This aspect of 
the verification of claims is carried out by the Commission’s own investigation-enforce- 
ment staff. 

No attempt is made by this Office to audit the accounts of employers to see that 
employer-employee contributions are fully made to the Unemployment Insurance Fund 
and that each worker is credited with the proper contributions. These records are 
verified by the Commission’s internal audit division. 
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Special Audits and Examinations 


311. In addition to the examinations of the accounts of the departments and agency 
and proprietary Crown corporations referred to in this Report, the following special 
audits and examinations were made by the Audit Office during the year, most of them 
in accordance with specific directions contained in various statutes: 


The Army Benevolent Fund Board 
| Atlantic Development Board 
The Canada Council 
| The Custodian 
| Economic Council of Canada 
Exchange Fund Account 
Government of the Northwest Territories 
Government of the Yukon Territory 
| Municipal Development and Loan Board 
National Arts Centre Corporation 
National Gallery of Canada 
The Queen Elizabeth II Canadian Fund to Aid in Research on the Diseases of Children 
| Roosevelt Campobello International Park Commission 
| Royal Canadian Mint stocks 


| 
| 312. Section 34 of the Public Printing and Stationery Act, R.S., ¢.226, provides in 


part that: 


| The Auditor General shall, annually or more frequently at his discretion, cause the 


stock of stationery, printing materials and supplies in store, to be checked with the quantities 
purchased and supplied. 


With effect from April 1, 1966, all stationery, printing materials and supplies referred 
to in section 34 of the Act were taken over by the Canadian Government Supply Service 
of the Department of Defence Production and consequently there were no inventories 
to check in accordance with this provision as they no longer remained a charge to the 
Queen’s Printer’s Advance Account. (See paragraph 168 of this Report.) The accounts 
af the Canadian Government Supply Service are audited in accordance with the require- 
nents of the Financial Administration Act. 


} 


313. The Army Benevolent Fund Board. This Board was constituted by the Army 
3enevolent Fund Act, #.S., c.10, and consists of five members appointed by the Governor 
n Council. The Act provides for a special account in the Consolidated Revenue Fund 
alled the Army Benevolent Fund to which certain moneys were credited and from 
vhich there shall be paid 

to or for the benefit of [World War II] veterans or their dependants or the widows or 


children or former dependants of deceased veterans such amounts as the Board may from 
time to time determine 


ogether with the expenses incurred in carrying out the provisions of the Act. 
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The Act directs that the Board be governed by the following principles: 


(a) plans shall be formulated on the assumption that there will be prospective beneficiaries 
for fifty years from the establishment of the Fund [in 1947]; 


(b) no grant is to be made by way of relief from the Fund where adequate relief is, at 
the time of the application, available from federal, provincial or municipal govern- 
mental sources; 


(c) where grants are made to assist in the education of dependants of veterans or of 
children of deceased veterans, bursaries shall be granted contingent on continued 
need and satisfactory progress and not as competitive scholarships based on academic 
standing; and 


(d) amounts paid out of the Fund are not recoverable unless obtained by fraud or mis- 
representation. 


The accounts of the Board were examined for the year ended March 31, 1968 


pursuant to section 11 of the Act and our report was submitted to the Chairman and © 


members of the Board with a copy being provided to the Minister of Veterans Affairs. 

Receipts amounted to $241,000 of which $229,000 was derived from interest on 
deposits with the Receiver General and $12,000 from interest on Canada bonds. 
Disbursements totalled $448,000 consisting of $347,000 in grants to or on behalf of World 
War II veterans and $101,000 for administrative and case work expense. The latter 
was a net amount after deducting a fee of $42,000 for management of the financial 
program of the Canadian Army Welfare Fund and a grant of $18,000 from the Depart- 
ment of Veterans Affairs to assist in defraying administrative expenses. 


After absorbing the excess of disbursements over receipts amounting to $207,000, — 
the balance of the Fund was $5,015,000 at March 31, 1968 of which $4,755,000 was on — 
deposit with the Receiver General, $256,000 was invested in Canada bonds and $4,000 


was represented by accountable advances and prepaid expense. 


314. Atlantic Development Board. This Board was established by the Atlantic | 
Development Board Act, 1962-63, c.10. The objects of the Board are to investigate 


programs and projects for fostering the economic growth and development of the Atlantic 
region of Canada and to make appropriate recommendations to the Minister responsible 
for the Board. The Board is authorized to enter into agreements with any of the four 
Atlantic provinces, subject to the approval of the Governor in Council, or to enter 


into agreements with any other person, for programs and projects that, in its opinion, | 
will contribute to the growth and development of the Atlantic Region and for which © 


satisfactory financing arrangements are not otherwise available. 


The programs and projects are financed from the Atlantic Development Fund, up | 


to a maximum of $150 million, and from parliamentary appropriations of the Department | 


of Transport. 


| 


Pursuant to section 18 of the Act, we have audited the accounts and financial | 


transactions of the Board and have reported thereon to the Board and to the Minister 
of National Health and Welfare. 
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A summary of the Board’s expenditure for the past two years with cumulative 
figures from its establishment on December 20, 1962 to March 31, 1968 follows: 


Year ended March 31 


Cumulative to 
1968 1967 March 31, 1968 


—_—_—— 


) Atlantic Development Fund— 
a ee a $ 7,396,000 $ 21,615,000 ¢$ 46,457,000 


_. 


RCS Rebs cies thes a « 1,281,000 2,705,000 9,643,000 

Oo a a 144,000 411,000 555,000 
Water supply and/or sewage gt a i 3,766,000 2,077,000 6,957,000 
| Industrial park facilities........................ 1,507,000 2,381,000 4,005,000 

a 1,851,000 349,000 2,333,000 
Miscellaneous projects......................... 2,680,000 22,000 2,733,000 
Peary mn eUcIture. t..... se. te . 4,000 7,000 14,000 
18,629,000 29 , 567 ,000 72,697 ,000 
| Parliamentary appropriations of the Department of 
Transport— 
Trunk highway program........................ 19, 283 ,000 8,557,000 29,935,000 
| Grant to the Government of Nova Scotia to assist 
| in defraying the expenses of operating the former 
Dominion Steel and Coal Corporation Limited 
steel plant at Sydney, N.S.................... 2,000,000 — 2,000,000 
) Special housing and mobility assistance to residents 
| aS OR Ee rae 295,000 et 295,000 
| 21,578,000 8,557,000 32,230,000 
| Total expenditure on programs, projects, etc........ 40 , 207 ,000 38,124,000 104,927,000 

Administration and operation OXPENGILUPE. . . .. .oon: 2,265,000 1,867,000 5,845,000 

Sa Le ee, 


$ 42,472,000 $ 39,991,000 $ 110,772,000 


Outstanding commitments under programs financed out of the Atlantic Development 
fund at March 31, 1968 totalled $51,972,000 including $357,000 with respect to the 
Tederal Government’s share, $10 million, of the cost of the first trunk highway program 
a the four Atlantic provinces. The uncommitted balance in the Fund was $25,331,000 at 
he year-end. 
~ A-second and third trunk highway agreement entered into with the Atlantic provinces 
rovided for additional assistance of $30 million and $25 million respectively, to be 
nanced by Department of Transport Vote 112 of 1965-66 and Vote 95a of 1967-68. The 
otal expenditure charged to these votes to March 31, 1968 amounted to $29,935,000 
-aving outstanding commitments at that date of $25,065,000. 

_ Department of Transport Vote 100a authorized expenditures not exceeding $1,750,000 
1 the current and subsequent fiscal years for assistance to residents of Bell Island, of 
hich $295,000 was expended during the year, leaving $1,455,000 available for expen- 
iture in future years. | | 

' Expenditure from the Atlantic Development Fund on miscellaneous projects in- 
uded an amount of $277,000 paid with Treasury Board approval to The Fathers of 
onfederation Memorial Citizens Foundation, Charlottetown, P.E.I. A further amount 
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of $279,000 was paid to the Foundation in May 1968. The total of the two amounts, 
$556,000, represented the excess of the actual cost over $5.6 million, the originally 
estimated cost to the Foundation of constructing the Confederation Centre at Charlotte- 
town, a project to which the Centennial Commission had contributed $2.8 million in 
1964. In agreeing to absorb these costs two years after the Centre had been completed, 
it is open to question whether the Board was in fact undertaking a project within the 
meaning of the Act. (See paragraph 62 of this Report.) 

Details of the Board’s administration and operation expense shown in totals only 
in the preceding summary are as follows: 


Year ended March 31 
Cumulative to 


1968 1967 March 31, 1968 
Planning, programming and general administration— 
Salaries and employee benefits.................0.4. $ 616,000 $ 468,000 $ 1,522,000 
Travel and TemoOvVal; «secu secto so oe + ee eee 52,000 51,000 167,000 
A CCOMINOANIAON ..55 dtc ose. he Pome ase Hae 2 39,000 18,000 99 ,000 
PCCOUMTMIE SERVICER. © Peele he ie cet he tenes ceases 35,000 24,000 76,000 
Office equipment and supplies:...i.....0...47 <2. 35,000 26,000 92,000 
Telephone:and telegraphs ..: isi js.<o.021 oes ose cere 22,000 20 , 000 58, 000 
8 7 0 TesSRe A sas eee PSN a nnaiy MPeee Orie oni Soup. dru 29,000 11,000 60,000 
Professional and technical services..............-+05: 1,437,000 1,254,000 3,771,000 
PP OUAMESTICRBO sy cotis Mie cah athe ou cotta Onrue annem $ 2,265,000 $1,867,000 $ 5,845,000 
Total expense provided for by— 
Department of Transport Vote 90................. $ 2,191,000 $1,825,000 $ 5,670,000 
Government departments which provided accom- 
modation and accounting services without charge. . 74,000 42,000 175,000 


$ 2,265,000 $1,867,000 $ 5,845,000 


The increase of $153,000 in salaries and employee benefits was due to an increase 
in staff as well as a general increase in salary rates. Other increases in planning, pro- 
eramming and general administration expense reflect the expanding activities of the 
Board. The total regular staff employed by the Board was 64 at the year-end compared 
with 52 at the end of the previous year. 

Professional and technical services expense of $1,437,000 represents numerous techni- 
cal and economic surveys and studies undertaken or continued during the year, details of 
which are included in the Board’s annual report. The largest amount expended during 
the year was $847,000 for studies of the demand for and supply of water resources In 
the four Atlantic provinces. 


315. The Canada Council. The Council was established by the Canada Council Act, 
1957, c.8, to foster and promote the study and enjoyment of, and the production of 
works in, the arts, humanities and social sciences. 

A report on the audit of the Council’s accounts for the year ended March 31, 1968 
was made to the Council and to the Secretary of State, as required by the Act. 
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The financial statements of the Council are not reproduced in the Public Accounts 
along with the statements of Crown corporations and government operating activities. 


If financial information additional to the following is required, reference should be made 
to the annual report of the Council. 


An Endowment Fund of $50 million was established under the Act. The return on 
the investments of the Fund is used to meet administrative expenses and other expendi- 
ture for purposes of the Act (except for capital assistance grants to universities which 
are made from the University Capital Grants Fund). Permissible expenditures under 
section 8 of the Act include, in respect of the arts, humanities and social sciences: grants, 
scholarships and awards; sponsorship of exhibitions, performances and publications; 
exchanges with other countries and organizations or persons therein of knowledge and 
information ; representation and interpretation of Canadian arts, humanities and social 
sciences in other countries; and liaison with the United Nations Educational, Scientific 
and Cultural Organization. 
| During the year the Council received from Canada an unconditional grant of 
$16,900,000 for the general purposes set out in section 8 of the Act. This amount is 
accounted for within the Endowment Account in accordance with a decision of the 
Council. 
| The operations of the Account for the year, together with comparable figures for 
the preceding year, are summarized as follows: 
| 


| Year ended March 31 


1968 1967 

| Serre ee GIVE OT. |. Ws, nid. 2 va oda. {alee oe oa Sale « Las $ — $ — 
| Income— 
| Unconditional grant from Government of Canada................. 16, 900 , 000 6,945,000 
| Ups trtetat LVICONIS MAINE ss odo. eas es os 06 ERs oo die ain « cea Sinl atl 3,914,000 3,627,000 
| aarp er Pree ATL POTUITNIS « « <5.4.4 s «-via.c « ¥ aie. ajeo.p cin. 0a ¥ «RY an 6 aneo. © « 308 ,000 219,000 
' Soe Se. eee 
21,122,000 10,791,000 
; Ge — 4 Sree Se ee ie See 

Expenditure— 

ete Ames 6 Se PTE ILE Od a Ae Baylis Sieas SbS'28 18,450,000 9,934,000 

. Canadian National Commission for UNESCO..,..............506. 198,000 167,000 
| Administration expenses, less expenses recovered...........+-+00+5 1,124,000 690 , 000 
| o) ere Se Oe eee 
| 19,772,000 10,791,000 
Pb Wire hilar ge 

COT EARS Go IOUS a i ee ne rene peer ry $ 1,350,000 $ a 


A University Capital Grants Fund of $50 million was established by the Act in 
order that grants could be made to universities and similar institutions of higher learning 
oy way of capital assistance for building construction projects intended for use in fur- 
thering the arts, humanities and social sciences. These grants are paid out of the principal 
ind accumulated income of the Fund. 
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The following is a summary of the University Capital Grants Fund transactions 
for the year, together with comparable figures for the preceding year: 


Year ended March 31 


1968 1967 


Balance at beginning Of year....... ce eee eee cece eee terre teen eee sees $ 1,217,000 $ 9,348,000 


Add: 
Interest earned on investMents........ cece eee eee eee e eet eee cees 402 ,000 557 ,000 
Net profit on disposal of securities....... 660s. e cece eee eee eee eee 5,000 26 , 000 
1,624,000 9,931,000 
Deduct: 


AuthGrined rants obs /o>.« smd <wwie she sccieiag ain ais miele pipes operune see oie 1,624,000 8,714,000 


Balance at end Of ear... cs wsinvss asa oe wae wee soe gs aioe tne $ a $ 1,217,000 


During the year the Council allocated to qualifying institutions the amount of 
$1,124,000 which represented the accumulated interest and profits earned by the Uni- 
versity Capital Grants Fund from January 1, 1966 to March 31, 1968. This amount, 
together with previous years’ allocations of principal, $50,000,000, and accumulated 
interest and profits earned by the Fund since its inception to December 31, 1965 
amounting to $17,009,000, brought the total amount allocated to $68,133,000 at March 31, 
1968. 


By March 31, 1967 grants authorized from such allocations amounted to $66,509,000 | 


of which $16,534,000 related to accumulated interest and profits. Further grants of 


$1,624,000, including $1,599,000 relating to accumulated interest and profits, were 
authorized during the year bringing the total amount authorized as grants to $68,133,000 
at March 31, 1968. Of this amount the Council has paid out $62,163,000, leaving an 
unpaid balance of $5,970,000 at the year-end. 

In our 1967 Report (paragraph 270) reference was again made to the method 


employed in the allocation of the interest and profits, to the qualification of our reports 
to the Council and the Secretary of State, and to the Sixth Report 1964-65 of the Public 


Accounts Committee wherein it was recommended that steps be taken to seek amending | 


legislation to provide clear authority for the Council to use the 1956 census and the 
“hotch-pot” approach in the distribution of interest and profits in respect of the Uni- 
versity Capital Grants Fund. As no action had been taken, the Public Accounts Com- 
mittee in its Third Report 1966-67 reiterated its previous recommendation and requested 
the Council to formally ask the Government to give consideration to the required 
amending legislation with the objective of having it considered by Parliament prior to 


the final closing out of the University Capital Grants Fund (see Appendix 1, item 21). | 


In August 1967 we were informed by the Acting Under Secretary of State that — 


amending legislation to implement the recommendation of the Public Accounts Com- 
mittee was being prepared by the Department of Justice. In September 1968 we were 
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informed by the Minister of Justice that detailed drafting instructions had not been 
received by his Department from the Department of the Secretary of State in time for 
amending legislation to be ready for the 1967-68 session of Parliament; that since the 
end of that session it had been necessary to revise the priorities given to the drafting 
of legislation by the Department of Justice in order to make provision for the most 
urgent and essential items to be dealt with during the current session. Consequently, 
while the amendment to the Canada Council Act continued to have a place on the 
list of desirable legislation for the present session, it had been necessary to give precedence 
to legislation already announced. 

The Council may, under section 20 of the Act, acquire money, securities or other 
property by gift, bequest, or otherwise, and may expend, administer or dispose of them 
subject to the terms, if any, upon which they are made available to the Council. Moneys 
or property received by the Council pursuant to this section are presented in a separate 
balance sheet designated “Special Funds” (except for the previously referred to par- 
liamentary grant). The balance sheet includes, in addition to comparatively small 
gifts which are accounted for within the Endowment Fund, the following funds, estab- 
lished in prior years, from which only the income may be disbursed for the purposes 
designated: 


The Izaak Walton Killam Memorial Fund for Advanced UIE feet oles $ 7,636,000 
oy ato OR kp saa ip da Ml I eet ee 1,878,000 
MEE TI Oy oi crs ere ee ce oe dee SERS. aah 626 , 000 


In addition, the Council is in receipt of the net income from the residue of the 
estate of the late John B. C. Watkins, a total of $4,242 having been received during 
the year. This income is to be used “for the establishment of scholarships to be awarded 
to graduates of any Canadian University who may apply therefor for the purpose of 
engaging in post graduate studies in Denmark, Norway, Sweden or Iceland and who 
shall be selected for their outstanding worth or promise by a committee appointed by the 
Canada Council”. 

During the year a bequest of what may amount to $31,500 was made by the late 
J. B. Barwick. The payment of the bequest is to be postponed during the lifetime of the 
Surviving beneficiary of the residue of the estate. The bequest to the Council is “on 
condition that such bequest shall be applied for the benefit of the musical division of 
the arts and for the encouragement of the musical arts to increase the Council’s normal 
budget in the musical division or field of the arts”. 

During the year no grants were made from the Killam Memorial Fund. Income 
earned by the Fund amounted to $387,000 while meeting and other administrative 
expenses amounting to $7,000 were incurred. 

For investment purposes the Special Scholarship Fund and the Molson Prize Fund 
have been combined and are represented by one portfolio. The income of $140,000 
produced by the investments was apportioned between the two funds on a quarterly 
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basis according to the ratio of the principal and surplus of each fund at the beginning 
of the quarter to the total principal and surplus of the funds. A summary for the 


year follows: 


Special Molson 
Scholarship Prize 
Fund Fund Total 
Surplus at April 1, 1967, 0.0 cnet vetoes a ols age nn oe ear $ 146,000 $ 28,000 $ 174,000 
Income—Interest and dividends: 2... cities: ck aks ee ee ee eee 104,000 36,000 140,000 
250 , 000 64,000 314,000 
Expenditure— 
(Sramta BthOrined « oisic: 68s Aiba aie ti ieeneaetn nines ae ee 10,000 45,000 55,000 
Indirect administrative Charg6.....4 20 ne ne 6 on serous eee — 2,000 2,000 
10,000 47 ,000 57,000 
Surpius at March BL LOS. wece: fo deri ate cae oe $ 240,000 $ 17,000 §$ 257,000 


316. The Custodian. In accordance with Regulation 6 of the Revised Regulations © 


Respecting Trading with the Enemy (1943) as set out in the schedule to the Trading 
with the Enemy (Transitional Powers) Act, 1947, c.24, the Custodian is appointed 
“to receive, hold, manage, release, dispose of and otherwise deal with all property which 
is reported to him, received or controlled by him or vested in him”. Pursuant to the 
provisions of the Department of Consumer and Corporate Affairs Act, 1967-68, c.16, 


the Minister of Consumer and Corporate Affairs was designated to succeed the Registrar | 
General of Canada as Custodian of Enemy Property. The Deputy Minister of Con- 


sumer and Corporate Affairs is the Deputy Custodian. The Custodian’s Office is admin- 
istered by an Assistant Deputy Custodian in Ottawa. A report on the audit of the 
Custodian’s accounts for the year ended December 31, 1967 was made to the Minister 
of Consumer and Corporate Affairs. 


The assets under the administrative control of the Custodian, which were valued 


in accordance with bases explained in an addendum to his statement of assets and _ 
liabilities (Public Accounts, Volume II, page 8.12), decreased by $194,000 to $2,698,000 


at December 31, 1967. A transfer of $550,000 to the Minister of Finance for the War 


Claims Fund and releases of assets valued at $339,000 to former owners or their bene- 
ficiaries or other rightful claimants, offset in part by an excess of $537,000 in the 


proceeds from liquidation and redemption of securities over their book value and an 


appreciation of $178,000 in the value of remaining vested assets, accounted for the © 


greater part of the decrease. 

Under the Regulations, the Custodian may charge against all property investigated, 
controlled or administered by him, whether it has been vested in him or not, a fee 
for services rendered not exceeding 2% of the value of the property including the 


income therefrom. He is also permitted to employ such part of the property vested in © 
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him or the proceeds therefrom as may be necessary to pay the expenses incurred in 
the administration of the Regulations. 


{n addition to the income from fees, any income received from vested assets which 
consist of, or are converted into, cash or Canada bonds is credited to the Custodian’s 
Office Administration Account, from which expenses of the Office are paid. We have 
drawn attention to this procedure in past years because it is not consistent with the 
treatment of income arising from other assets vested in the Custodian. In February 
1967 we were informed by the Deputy Custodian that, on the basis of his interpretation 
of an opinion given by the Department of Justice in 1947 and discussions with officers 
of that Department, he was satisfied that the Custodian was acting within his legal 
rights in retaining the income from the bank deposits and Canada bonds included among 
the vested assets. It is our opinion, however, that the Custodian is empowered to retain 
the income from any asset vested in him only to the extent that it is required to meet 
expenses incurred with respect to that particular estate plus a percentage of general 
expenses. 

There was an excess of income over expense in the Custodian’s Office Administration 
Account in 1967 of $41,000 which was added to the surplus account, leaving that account 
with a balance of $792,000 at the year-end. A summary of income and expense for the 
past two years follows: 


Year ended December 31 


1967 1966 
Income— 
Fees on assets released from administration............................. $ 13,000 $ 2,000 
ieee MEN AV UGUINGNIA, 245s boi vin es odo dawn vb os avicace ce ee becuse, 92,000 193,000 
Bee BT ITSO 6 5g gion oes sn. 6 eles < vm ees. ede bead A Se ee ok oman wa, 6,000 6,000 
es gn se cade cent siucones vevccsececn uae ele 1,000 — 
112,000 201,000 
Expense— 
Salaries....... qa es be Ee! PEE ARO he Pe ee 61,000 61,000 
SNM EMME Tn Peer en. ea Cou Occ ecscerccetceccudeccuckcve 8,000 9,000 
ch a ok am ab ce Lc orenee at « Tir ves card cthenee ce 2,000 2,000 
71,000 72,000 
SUMMON SENDS WER CREW Sn. Soa ko Snes Dols cow px + Sobek wees oolbes $ 41,000 $ 129,000 


An increase of $450,000 in the amount transferred to the War Claims Fund and 
an increase in the value of assets released in 1967, as compared with 1966, accounted 
for the increase in income from fees on assets released from administration. The reduc- 
tion in income from investments resulted from lower bond holdings following the trans- 
fer of bonds valued at $4,215,000 from the Office Administration Account to the Minister 
of Finance for redemption and credit to non-tax revenue in 1966-67. 
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317. Economic Council of Canada. The Council, established by the Economic 
Council of Canada Act, 1963, c.11, to advise how Canada can achieve the highest pos- 
sible levels of employment and efficient production, comprises a chairman, two directors 
and twenty-five other members appointed by the Governor in Council. 

Pursuant to section 20 of the Act, we have examined the accounts and financial 
transactions of the Council for the year ended March 31, 1968 and have reported thereon, 
under date of June 26, 1968, to the Council and to the Prime Minister. 

The following is a summary of the expense of the Council for the past two years: 


Year ended March 31 


1968 1967 

Se: ae ae a Toe PT eee Fem Men ee kk $ 1,183,000 $ 1,088,000 
Protessional snd special Ser viGes sé. i..< 4. sc Ress ctpare. 4. el ee A 194,000 195, 000 
Bmploydeeneiite. ol, ..os.. sa chs ee ee. PRE cate a ee 117,000 60,000 
POCA DVO ATION edo Oye dis x hte: » wring tee By ots ee ee 85,000 80 , 000 
Stationery, supplies and telephone........... ‘Divi e's angie eiee ae aogier 61,000 58,000 
PAPO His 5.4 s Bole vive Vin POE Calne ai By Senne PL 51,000 51,000 
Prublcation:of reports and studies.) usccc.aias ovk abgtese eee: eee 31,000 25,000 
DON TIMES UE TUN ha ine cio dase ali WC apiplinead SLT aie Noth e0 nage IRE aera 30,000 31,000 
SOU Gren SOc. ofa Boece cals « dee oicaal de gad a $ 1,702,000 $ 1,588,000 
Total expense provided for by— 

PHY AOUNCH V0 BU: 6s, a duds Flak vinnecaes. oS GE ee $ 1,487,000 $ 1,436,000 

Government departments which provided major services without 


Charger. Sor Pebyed « is Pek a os a ee ee ee eee 215,000 152,000 


$ 1,702,000 $ 1,588,000 


The expense for 1967-68 included $180,000, for studies begun in 1966 and on which — 
$4,000 was expended in 1966-67, for a special reference from the Government concerning » 
the responsibilities of the Department of the Registrar General of Canada relating to: 
interests of the consumer; combines, mergers, monopolies and restraint of trade; patents, — 
trade marks, copyrights and registered industrial designs. No expense was incurred | 
during the year in respect of the special study concerning the relationship of prices, | 


costs and incomes to sustained economic growth on which $105,000 was expended in the 
preceding year. 


318. Hxchange Fund Account. This Account, established in 1935 “to aid in the | 
control and protection of the external value of the Canadian monetary unit”, now © 
operates under Part III of the Currency, Mint and Exchange Fund Act, R.S., c.316. 

As required by section 27 of the Act, we have audited the Exchange Fund Account 
and the transactions in connection therewith for the year ended December 31, 1967 and © 
have reported thereon to the Minister of Finance. This section requires a certificate to 
be given annually to Parliament and I now certify that, in my opinion, the transactions © 
in connection with the Account have been in accordance with the provisions of the © 
Act and that the records of the Account show truly and clearly the state of the Account. — 
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The advances to the Exchange Fund Account from the Consolidated Revenue Fund 
at December 31, 1967 and at the end of the preceding year amounted to $2,332,000,000 
and $2,185,000,000 respectively, and were represented by the following: 


December 31 


1967 1966 


—_—. 
a 


MER Re ice. ii cigtelac h.cémed Ss aedkee scl... $ 605,000 § 807 ,000 
Deposit with Bank for International Settlements and accrued 
ere terre wee or ST ee) 16,313,000 — 
United States dollars and securities.......................... 1, 264,787,000 1,090, 581,000 
International Monetary Fund note.......................... 37,932,000 54,188,000 
oc eeacontt Sate lalate A ies ee as Raa) 1,097, 160,000 1, 130,330,000 
LE es pen aaa ia ha a rene ord 121,000 14,000 
2,416,918, 000 2,275,920,000 
Deduct: 


Due to the Consolidated Revenue Fund, in accordance with 
section 24 of the Currency, Mint and Exchange Fund Act: 
Earnings for the year on investments.................... 52,300,000 58 , 336, 000 
Net profit for the year from trading operations in foreign 
exchange, gold and securities and from net valuation 
adjustments on unmatched purchases or sales........... 2,336,000 — 


54,636,000 58,336,000 
Pusiprcceaweeren vera See ST Nd CO etnies 30,282,000 32,584,000 


84,918,000 90 , 920 , 000 


Advances from Consolidated Revenue Fund.................. $ 2,332,000,000 $ 2,185,000,000 


The United States dollar holdings were valued at $1.08108 (par of exchange) at 
December 31, 1967 and as a consequence the valuation of the holdings at that date was 
$1,017,000 greater than if the closing market rate of $1.080625 had been used. 

Department of Finance Vote 23a, Appropriation Act No. 9, 1966, 1966-67, c.55, 
provided the following authority which has been incorporated into section 24 of the 
Currency, Mint and Exchange Fund Act: 


To authorize, notwithstanding the Currency, Mint and Exchange Fund Act, the transfer 
from the Exchange Fund Account to the Consolidated Revenue Fund of the profit for the 
calendar year 1964 and each subsequent calendar year from trading operations in foreign 
exchange, gold and securities, and from the net valuation adjustments on unmatched 
purchases or sales during each such year. 


Under this authority $2,302,000 was transferred to the Consolidated Revenue Fund, 
as revenue, on March 29, 1967, representing net profits of $1,449,000 and $1,406,000 
for 1964 and 1965 respectively, less a net loss of $553,000 incurred in 1966. 
| This legislation includes no direction with respect to the treatment of a net loss 
incurred in any calendar year. Consequently, the transfer to the Consolidated Revenue 
Fund should have been in the amount of $2,855,000 representing the profits for the two 
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years 1964 and 1965. This was rectified by the transfer of $553,000 to the Consolidated 
Revenue Fund in 1968 together with the profit for 1967 of $2,336,000. However, no 
provision has been made for absorbing the 1966 loss of $553,000. (See paragraph 93 
of this Report.) 


319. Government of the Northwest Territories. The Northwest Territories Act, 
R.S., c.331, provides for the appointment by the Governor in Council of a chief executive 
officer for the Territories, to be known as the Commissioner, and for a Council of the 
Territories consisting of twelve members, of whom seven are elected and five are appointed 
by the Governor in Council. The Commissioner in Council is empowered by the Act 
to make ordinances for the government of the Territories in fields paralleling those 
normally within provincial jurisdiction. 

Prior to an amendment, 1966-67, c. 22, the Act provided for the crediting of all 
territorial revenues to the Northwest Territories Revenue Account within the Con- 
solidated Revenue Fund of Canada. The Account was also credited with all moneys 
appropriated by Parliament for its credit and charged with amounts paid under appro- 
priation ordinances. 


The Act now provides that all public moneys and revenue over which the Commis- 
sioner in Council has the power of appropriation shall form a fund to be known as the 
Northwest Territories Consolidated Revenue Fund. Provision is also made for the 
establishment of bank accounts in the name of the Territorial Government. With effect 
from April 1, 1967 the Territorial accounts are no longer included within the accounts 
of Canada, and an accounting unit was created within the public service of the Ter- 
ritories. Initially based at Ottawa, this unit was transferred to Yellowknife, the Ter- 
ritorial capital, in September 1967. 

Section 19c of the Act now requires the accounts and financial transactions of the 
Territories to be examined by the Auditor General and reported upon annually by him 
to the Council. The section also requires that the financial statements presented to 
the Council by the Commissioner be certified by the Auditor General. 


Our responsibility in this respect commenced with the accounts for the fiscal year 
1967-68. However, our examination of the books of account in Yellowknife revealed 
such serious errors and inadequacies in the recording of expenditures and revenues that 
no reliable financial statements could be prepared therefrom for the year. As a con- 
sequence we have advised the Commissioner that we are unable to certify the financial 
statements of the Territories for this initial year. 


The Commissioner has since advised us that he has taken steps to remedy these 
deficiencies and improve the expenditure and revenue procedures in the 1968-69 fiscal 


year. A subsequent review by my officers indicates that the new procedures have in 
fact been introduced. 


320. Government of the Yukon Territory. The Yukon Act, 1952-53, c.58, provides 
for the appointment by the Governor in Council of a chief executive officer for the 
Territory to be known as the Commissioner and for the election of a Council com- 
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posed of seven members. The Commissioner in Council is empowered by the Act to 
make ordinances for the governing of the Territory in fields normally within provincial 
jurisdiction. 

The accounts and financial transactions of the Territory are subject to examination 
by the Auditor General of Canada in accordance with section 26 of the Act. He is 
required to report annually to the Council the result of his examination in a specified 
manner which includes certification of the financial statements which the Act requires 
be included in an annual report, called the Territorial Accounts, laid before the Council 
by the Commissioner. 

The following is a summary of expenditure and revenue of the Government of the 
Yukon Territory for the year ended March 31, 1968, with comparable amounts for the 
preceding year: 


Year ended March 31 


1968 1967 
Expenditure— 
pee eters Aisour whore wan. real). poe! 6. a deed oscae.. $ 3,245,000 $ 3,001,000 
Education and occupational MERU ec eee Se ek 3,278,000 2,914,000 
Engineering and municipal affairs.................................. 2,615,000 2,410,000 
Yukon Hospital Insurance Service............ 000.0. 000000--000.., 670,000 671,000 
Be Nh deh. Woo. 5 5 oy ccc hans whv'a orion o bang c.g 630 , 000 599,000 
Interest on loans from Federal Government......................... 456 , 000 409 , 000 
Popenemeon Comecnonsn he Me tS 0 A 8, as 417,000 72,000 
LS ee ee ee en a re 308 , 000 314,000 
ee eee TS. Cy ee 1,480,000 1,167,000 
13,099,000 11,557,000 
Revenue— 

Federal grants: 
NN oooh us da odes oe cd beng anh 3,096,000 1,824,000 
Peet te eee ed eee ee ee 780,000 687 , 000 
3,876,000 2,611,000 
Le rye arc cs 6 cava va cuca cae, 1,247,000 1,052,000 
geile) STALLS! cee canlae SU abil a dali LA ie a s Pa 1,130,000 1,018,000 
emramne Peter LS eelrs Modarvne. .. olds. l avih. ly. 349 , 000 301,000 
a i Te it oe Beco, vue maw aicbes cokes . 231,000 188 , 000 


2,957 ,000 2,559,000 
Expenditure recoveries: 


ern: peorertnen Ot. Pes eee SP ed). oe: 1,174,000 1,468,000 
Engineering and municipal affairs.................ccccccuecceucee 1,604,000 1,483,000 
Yukon Hospital Insurance Service..............2.ssccecccuccess 397 , 000 439,000 
Education and occupational training................0..0.0e eee ee 281,000 927 ,000 
Venter, serene rt he, Ue ye ae 276 , 000 237 ,000 
Crees Perea ee Rl eo) | Seb Oita son vs oe ea igen 568 , 000 294,000 


4,300,000 4,848 ,000 


11,133,000 9,918,000 


$ 1,966,000 $ 1,639,000 
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321. Municipal Development and Loan Board. This Board was established by the 
Municipal Development and Loan Act, 1963, c.13, to promote increased employment 
in Canada by augmenting or accelerating municipal capital works programs through 
loans to municipalities. Funds were allotted to the provinces in proportion to the 
populations as determined by the 1961 census. 

Pursuant to section 19 of the Act, we have examined the accounts and have reported 
thereon to the Board and to the Minister of Finance. 

The termination date for loan applications was March 31, 1966. A total of 2,433 
loans amounting to $396,573,000 was approved for 1,262 municipalities. 

Approximately 35% of this assistance has been used for water and sewer projects, 
46% for schools, roads, bridges and rapid transit systems and 19% for civic administration, 
buildings, park developments, recreation facilities, etc. 

The Act requires the Board to forgive 25% of the principal of a loan where the 
project was completed to the satisfaction of the Board prior to September 30, 1966 
and, where the project was not completed on or before September 30, 1966, to forgive 
25% of that portion of the principal of a loan that was made with respect to the cost, 
as determined by the Board, incurred on a project up to September 30, 1966. 

Of the loans approved by the Board, $385,444,000 had been disbursed to March 31, 
1968, of which $94,494,000 had been forgiven and $10,354,000 repaid by that date. 
Outstanding loan commitments at March 31, 1968 amounted to $11,129,000. 

The loans, which bear interest at from 54% to 53%, are to be repaid to the Depart- 
ment of Finance in annual or semi-annual instalments over terms not to exceed the 
useful life of the project up to a maximum of 50 years. 

Expenses for the year amounted to $65,000, a decrease of $121,000 from the previous 
year, and were met to the extent of $38,000 by funds provided by Department of Finance 


Vote 45 and $27,000 by departments which provided accommodation, accounting and 
other services without charge. 


322. National Arts Centre Corporation. The National Arts Centre Act, 1966-67, 


c.48, established the National Arts Centre Corporation consisting of a Board of Trustees - 


composed of a chairman, a vice-chairman, and nine other members appointed by the 
Governor in Council and the persons from time to time holding the five public offices 
named in the Act. The objects of the Corporation are to operate and maintain the 


National Arts Centre, to develop the performing arts in the National Capital region and 


to assist the Canada Council in the development of the performing arts elsewhere in 


Canada. Prior to the establishment of the Corporation, the Co-ordinator of the National : 


Centre for the Performing Arts, who was appointed to that office by the Governor in 
Council in 1964 and is now the Director General of the Centre, was responsible for the 


planning and development of the National Arts Centre being constructed under the- 
control and supervision of the Department of Public Works. The construction costs of 
the Centre to March 31, 1968 have amounted to $30.2 million, financed by parliamentary 
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appropriations of the Department of the Secretary of State. The Centre is expected to be 
completed in the summer of 1969 at an estimated cost of $46 million. (See paragraph 
174 of this Report.) 

At March 31, 1968 the proprietary equity was $476,000 comprising cash on deposit 
$445,000, furniture and equipment $69,000, accounts receivable $12,000, less accounts 
payable $50,000. 

The Corporation did not have any financial transactions of its own until April 1, 
1967. The results of the first year’s operations to March 31, 1968 were as follows: 


Expense— 
pomaeemademployes benefits... 6... ose s ee ceeesnceces. eee $ 343,000 
Pam eEOTOMOON oo oe kos ce ceenseevecss. 0. 98 ,000 
Concerts and theatrical PE LMONE TY 54 Bix Gh ced clap acis/ouceeee de ade ela 84,000 
EN a Pango 5 x ctarcs ninnecsniousrrasvemeohccic. 00 63,000 
© Sas al de ei a a al a 55,000 
Consultants’ services and Pas ocala ne elale aide eee 46 ,000 
od hve diay cccdaiss coves bcc cee 32,000 
Telephone and Be eer irnah as unidaewevancén.c oO ee 30,000 
Trustees fees and eRe Ae Ha £4 Sis 5 GA's das dS wk e'> d Ue WE one orice ee 25,000 
EE Fee, teen eee 32,000 
808 , 000 
Less: 
Portion recovered from the Centennial Commission in respect of Festival 
et BT. ieee ns ty hss fe Nee ee 175,000 
633 , 000 
Income— 
Concerts and theatrical productions......................... $ 35,000 
En le ae ayiad 88 i. Kost ce 0s. concertos co, 10,000 
45,000 
ere ss gs. ey ey See 8 $ 588,000 


Operations for the year were mainly confined to organization, planning and prepara- 
tions for the scheduled opening of the National Arts Centre in 1969 and to providing 
professional services to the Centennial Commission with respect to the Commission’s 
Festival Canada Program. 


323. National Gallery of Canada. This body was incorporated under the National 
Gallery Act, R.S., c.186, for the development, maintenance, care and management of the 
National Gallery, the acquisition of works of art and generally the promotion of public 
interest in art in Canada. With effect from April 1, 1968 the National Gallery of Canada 
became a part of the National Museums of Canada, established under the National 
Museums Act, 1967-68, c.21, and is now administered by the Board of Trustees estab- 
lished by that Act. 

Pursuant to section 9 of the National Gallery Act, we have audited the accounts of 
the Gallery for the year ended March 31, 1968 and have reported thereon to the Secretary 
of State. 


260 AUDITOR GENERAL’S REPORT, 1967-68 


The following is a summary of expenditure for the past two years: 


Year ended March 31 


1968 1967 
Administration and general services. .....0... 050 cate ess ee deere ens $ 879,000 $ 702,000 
Big hibition ....oc.cc aves 23a oa ee ee Bs oe a 612,000 485,000 
Development and care of collectionS.............e see e eee renee cence 456 , 000 318,000 
Educational and extensivn 6ervicesc.0s65. seg ck ib les sie tet cs cle es oe 281,000 208 , 000 
Research laboratory. 4 645... ess ob tes dasa eee eae ee 135,000 101,000 
ee 6h ee eae aan WOU eee es Moe LP Ce einer i Cae Te Sh 30,000 8,000 
2,393,000 1,822,000 
Works GEST. oo iv vese jacks mo hin hind hresoue ee ee eo ae 788 , 000 520 , 060 
Eequipnient.0 i ts sha hacsabie 1 cooneaee Peet fie aCe rer He erre eames 64,000 55,000 
Total Gxpenditire cj. ccs oss cae bbs ects ante gs eee el > een ae $ 3,245,000 §$ 2,397,000 
Total expenditure provided for by— : 
National Gallery of: Canada Vote l 23.0.5 v5 «donne aeies oe eee $ 2,603,000 $ 1,872,000 
National Gallery Special Operating Account..............0.sceeee0. 35,000 20 , 000 
Government departments which provided major services without charge 607 , 000 505 , 000 


$ 3,245,000 $ 2,397,000 


The operating expenses of the Gallery have been met largely from parliamentary 
appropriations, although in some years amounts have also been paid from the National 
Gallery Special Operating Account in which the proceeds of gifts, legacies, bequests, and 
other revenues were accumulated. Funds for the acquisition of works of art were provided 
through the National Gallery Purchase Account to which were credited moneys appro- 
priated by Parliament for that purpose. Funds from the Special Operating Account were 
also used to acquire works of art and $35,000 was expended from it for this purpose in 
1967-68. The balances to the credit of the National Gallery Purchase Account and the 
National Gallery Special Operating Account were transferred to the National Museums 


Purchase Account and the National Museums Special Account, respectively, on April 1, 
1968. 


324. The Queen Elizabeth II Canadian Fund to Aid in Research on the Diseases of 
Children. The Queen Elizabeth II Canadian Research Fund Act, 1959, c.33, established 
this Fund to assist individuals or organizations to undertake or carry on research into 
the diseases of children and the causes, prevention and treatment of such diseases. A 
Board of Trustees consisting of a chairman and six members is responsible for the 
management and administration of the Fund. As required by the Act, the National: 
Research Council of Canada provides, without charge, such secretarial and other adminis- 
trative and technical services and facilities as may be required by the Board, whose’ 
headquarters are in Ottawa. A report on the audit of the Fund’s accounts for the year: 


ended March 31, 1968 was made to the Board and to the Prime Minister as required by 
the Act. | 
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The Act provided $1 million for the Fund and permits the Board to accept gifts for 
its purposes. The following is a summary of the Fund’s transactions for the year together 
with comparable figures for the preceding year: 


Year ended March 31 


1968 1967 
Balance at beginning of ek dite iS a sacew <2 Nidtaty AND sees «dc cod $ 1,008,000 $ 1,057,000 
ee ola clieeevcce-s eins 46 , 000 53,000 
1,054,000 1,110,000 
ree BOprOved MONE YEA... ee ee ees cduseeccccsc.s.. oc, 48 ,000 102,000 
Less: Cancellation of awards approved in prior year.................... 27,000 — 


21,000 102,000 


— 


OS $ 1,033,000 $ 1,008,000 


Two categories of awards have been established by the Board of Trustees, namely 
“Queen Elizabeth II Fellowships” and “Queen Elizabeth II Scientists”. Awards in the 
first category are made to doctors of medicine or “other suitable fields of science” to 
enable them to obtain advanced training and experience in research related to diseases 
of children. The value of a fellowship ranges from $4,100 to $8,000 per annum, depending 
on qualifications, plus a travel grant and children’s allowances where applicable. One 
renewal and five new fellowships totalling $44,400 were awarded during the year. Four 
awards involving $27,000 made in the preceding year were cancelled when declined. 

The second category covers the salaries of scientists appointed to carry out research 
at universities or teaching hospitals. Regulations approved by the Board of Trustees with 
regard to these appointments provide for payments of $10,000 or more per annum, 
depending upon qualifications, for the first three years and $5,000 per annum for the 
next following three years, after which the institution at which the appointment is held 
is expected to maintain the salary of the appointee at an appropriate level without 
further recourse to the Fund. No appointment was made during the year. The Fund 
continues to support three appointees of prior years and the outstanding liability of 
$75,000 in this connection was included in the total provision of $122,000 for awards 
approved, appearing in the balance sheet of the Fund at March 31, 1968. 


325. Roosevelt Campobello International Park Commission. The Commission was 
established by an agreement between Canada and the United States signed on January 22, 
1964 to administer the Roosevelt Campobello International Park, on Campobello Island, 
N.B., as a memorial to President Franklin Delano Roosevelt. Implementing legislation 
was enacted in Canada by the Roosevelt Campobello International Park Commission Act, 
1964-65, c.19. The Commission consists of six members, three appointed by the Govern- 
ment of Canada and three by the Government of the United States of America. 
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Proprietary equity at December 31, 1967 totalled $738,000, represented by: cash, 
$213,000; capital assets, $590,000 ; and prepaid insurance, $1,000; less accounts payable, 
$66,000. 

All costs of maintenance and development of the Park are shared equally by the 
two countries. Operating expenditures totalled $100,000 for the Commission’s year ended 
December 31, 1967 compared with $81,000 for the previous year. The major items of 
expenditure were: salaries, wages and employee benefits, $75,000; travel, $5,000; con- 
ferences, $5,000; Queen Mother’s visit, $4,000; repairs and maintenance, $3,000; insur- 
ance, $2,000; and publications, $2,000. 

Capital expenditures amounted to $149,000 of which $130,000 was for property 
improvements and $14,000 was for equipment. 


326. Royal Canadian Mint stocks. The Royal Canadian Mint is a branch of the 
Department of Finance and its revenue and expenditure accordingly form part of, and 
are examined with, departmental revenue and expenditure. However, section 20 of the 
Currency, Mint and Exchange Fund Act, R.S., c.815, requires that “the Auditor General 
shall, at least once in each year, inspect the store of bullion and coin at the Mint”. 
We inspected these stores as at January 31, 1968 and reported thereon to the Deputy | 
Minister of Finance. The stocks of bullion and metals at cost and coin at face value 
held by the Mint at that date amounted to $12,780,000 comprising: gold, $4,790,000; 
silver, $6,624,000; bronze, $485,000; nickel, $857,000; and other metals, $24,000. 


% % *& *% 
| 


The past year has seen the retirement of Audit Director H. G. Crowley who com- 
menced his retirement on August 23, 1968 after forty years service in the Office. Through- | 
out his long service Mr. Crowley maintained excellent working relationships with the 
various departments and was held in high regard by all members of our staff. We wish 
him much happiness in his well-earned retirement. | 

I would like to record my appreciation to all members of the staff of the Office for | 
their loyalty and devotion to duty during the year. | 


A. M. HENDERSON, 
Auditor General of Canada. 


December 20, 1968. | 
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APPENDIX 1 


RECOMMENDATIONS AND OBSERVATIONS BY THE STANDING 
COMMITTEE ON PUBLIC ACCOUNTS NOT YET 
IMPLEMENTED OR DEALT WITH 


Fourth Report 1963—presented to the House on December 19, 1963 


1. SECOND cLASS MAIL. The Committee expressed its belief that early consideration should 
be given by Parliament to ways and means of covering the loss of the Post Office 
Department in handling second class mail and requested the Auditor General to keep 
the matter before Parliament in his annual Reports in order that subsequent committees 
may give consideration to it. 

In its Fourth Report 1966-67 the Committee stated that it feels that there is some- 
thing wrong when no action has been taken with respect to, and apparently very little 
consideration given to, its recommendation on this matter. The Committee first drew the 
matter to the attention of the House in its Third Report 1958 and, while minor changes 
have been made, the annual loss has continued to increase and the Committee is of the 
opinion that sufficient consideration has not been given to the solution of this problem. 
It considers it essential that the Post Office Department or Parliament immediately 
find ways and means of covering the loss of the Post Office Department in handling 
second class mail without this being done at the expense of other classes of mail, keeping 
in mind, however, the need of assistance to small independently-owned newspapers cir- 
culating in rural areas. See paragraph 162 of this Report. 


2. DEPARTMENTAL OPERATING ACTIVITIES. The Committee reiterated its belief that it would 
be desirable, in order that Members may have a clear understanding of the true financial 
results of departmental trading and servicing activities, were overall financial statements 
reflecting these activities to be included in the Public Accounts, provided this can be 
done without undue cost or staff increases. The Committee requested the Auditor 
General to continue to keep the development of this objective under close surveillance 
and to report thereon to the Committee in due course. See paragraphs 58, 245 and 294 
of this Report. 


3. INTERNAL FINANCIAL CONTROL. The Committee requested the Auditor General to continue 
his examinations into the important area of internal financial control and to report 
further to the House on steps taken or which should be taken to improve financial 
management in the various departments, Crown corporations and other instrumentalities. 


4. UNEMPLOYMENT ASSISTANCE. The Committee shared the opinion of the Deputy Minister 
of National Welfare and the Auditor General that consideration should be given by 
Parliament to redrafting the Unemployment Assistance Act so as to state more clearly 
the objectives and methods of achieving them and to remove ambiguities in the present 
law which have resulted in varying interpretations. It believed that consideration should | 
also be given to including with Unemployment Assistance other existing programs to 


eed a needy so as to provide better co-ordination of federal-provincial efforts in| 
us field. | 


In its Fourteenth Report 1966-67 presented to the House on March 2, 1967 the | 
Committee referred to discussions it had with the Deputy Minister of National Welfare. 


| 
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concerning the Canada Assistance Plan enacted by Parliament in 1966 which permits the 
Federal Government to enter into agreements with the provinces to make contributions 
to the cost of providing assistance and welfare services, pursuant to provincial law, to 
all persons in need. The Committee believes that the new plan should provide a better 
overall co-ordination of assistance programs, although recognizing that, until the regu- 
lations under the plan are established and agreements entered into with the provinces, 
it is not possible to fully assess the adequacy of the new comprehensive approach to 
social assistance in overcoming administrative weaknesses previously criticized. The 
Committee asked the Auditor General to follow up this matter and report further to the 
House thereon in due course. See paragraph 141 of this Report. 


Fourth Report 1964-65—presented to the House on J uly 28, 1964 


. FINDINGS OF THE ROYAL COMMISSION ON GOVERNMENT ORGANIZATION. The Auditor General 
referred to the numerous and widespread findings made public in 1962 and 1963 by 
this Royal Commission as a result of its examination into the organization and 
methods of operation of departments and agencies of the Government. He reminded the 
Committee that where administrative action has caused or contributed to waste of 
public money, it is his duty to report such cases as he considers should be brought to 
the notice of the House. He pointed out that while some instances come to his attention 
directly during the course of his audit work, others are indirectly brought to light by 
action on the part of the administration itself in the course of examining its own opera- 
tions, as for example, through the medium of internal auditing. 


By the same token, he considers it to be his duty to study reports prepared by or 
for the managements of departments and agencies, as are by law available to him, 
directed toward the saving of public money by the elimination of wasteful practices and 
unnecessary or uneconomical operations. To the extent such reports correctly indicate 
where and how savings could be made, the Auditor General considers he has a respon- 
sibility to Parliament to follow through in all such cases and ascertain what action 
has been or will be taken toward achieving such savings, or if no action is to be 
taken, to inquire why. On the other hand, he does not conceive it to be his responsibility 
to assess the practicability of any specific recommendations made because, in his view, 
the decision with respect to the extent to which, or the ways in which, such recommenda- 
tions can and will be implemented must always be the sole responsibility of management. 


With regard to the findings of the Royal Commission on Government Organiza- 
tion, the Auditor General believes it to be of considerable importance that those relating 
to outdated procedures, uneconomical operations and wasteful practices be effectively 
dealt with, not only in the interests of improving efficiency but because of the sub- 
stantial savings of public funds which could result. It is the opinion of the Committee 
that not only does this lie within the statutory responsibilities of the Auditor General 
but that the Auditor General’s concept of his responsibilities in this matter is in accord 
with the intent and wishes of Parliament. 


- THE FORM AND CONTENT OF THE ESTIMATES. In its Third Report 1963 tabled in the House 
on December 19, 1963 the Committee made four recommendations of which the follow- 


ing two have not yet been implemented: 

(a) inclusion of supporting financial information of Crown corporations and other public instrumen- 
talities in the Details of Services for the purpose of providing better information to the Members 
and to the public with respect to the nature of the fiscal requirements of the Crown corporations 
and other agencies requiring financing by parliamentary appropriations; and 
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(b) inclusion of brief notes in the Estimates explaining proposed major increases in the size of staff 
establishments of all government departments and the Crown corporations and other public 
instrumentalities referred to under clause (a) above. 

The Secretary of the Treasury Board explained to the Committee that he had not 
yet been able to discuss with any of the Crown corporations or public instrumentalities 
the practicability of including supporting financial information in the Estimates with 
respect to their operations. He undertook to do so and to advise the Auditor General 
for the information of the Committee. 

The members of the Committee were glad to learn from the Secretary of the 
Treasury Board that he suppported the recommendations made under this heading by 
the Auditor General in his Reports to the House. The Committee believes that there is 
room for improvement in the Estimates presentation designed to provide more inform- 
ative description and more complete disclosure of pertinent supporting detail— 
information which, in the opinion of the Committee, is essential if Parliament is to be 
in a position to give the Estimates the close study and consideration they deserve. See 
paragraph 7 of this Report. 


GOVERNOR GENERAL’S SPECIAL WARRANTS. The Committee recommended that a study be 
made of Governor General’s special warrants. 


_ UNEMPLOYMENT INSURANCE FUND AND ITS ADMINISTRATION. The Committee stated its 


opinion that it is in the public interest that the Government’s consideration of the 
report of the Committee of Inquiry (which was tabled on December 20, 1962) be com- 
pleted as soon as possible, and that the Government bring forward promptly such 
proposals as it may deem necessary to deal with the problems raised by the report. 

The Committee also reiterated the additional recommendation made in its Fourth 
Report 1963 that preparation of the annual financial statements for the Unemployment 
Insurance Fund should be made a statutory responsibility of the Unemployment Insur- 
ance Commission and that the statements should be reported on by the Auditor General. 

After having a report from departmental officers, the Committee in its Fourteenth 
Report 1966-67, presented to the House on March 2, 1967, indicated its understanding 
that legislation was to be brought before the House covering the report of the Com- 
mittee of Inquiry. See paragraph 310 of this Report. 


. OFFICE OF THE AUDITOR GENERAL. In the opinion of the Committee, it is fundamental 


that this independent auditing office be strong, capable, efficient and equipped to oper- 
ate in accordance with the high standards of independence and objectivity expected 
of professional accountants, with respect to the legal duties. 

In its Third Report 1966-67 the Committee reiterated its opinion that as an officer 
of Parliament the Auditor General should have the right to recruit the professional and 
senior staff he needs in the same independent manner as do other officers of Parliament 
and added that the Auditor General’s establishment should continue to be set in the 
same manner as government departments. See paragraph 9 of this Report. 


Fifth Report 1964-65—presented to the House on August 5, 1964 


CANADIAN BROADCASTING CORPORATION—-REPORT OF THE ROYAL COMMISSION ON GOVERNMENT ™ 
ORGANIZATION. ‘The Committee recommended that the Secretary of State table an official 
memorandum in the House presenting the views of the Canadian Broadcasting Corpora- 
tion and its replies to each of the matters dealt with by this Royal Commission in its” 


Report 19 and that this be done before the estimates of the Corporation are considered 
by the House. 
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Sixth Report 1964-65—presented to the House on October 20, 1964 


NATIONAL DEFENCE ADMINISTRATIVE REGULATIONS AND PRACTICES. The Committee 
expressed the hope that the changes which have been made or are in the process of 
being made in the Armed Forces administrative regulations will bring about the desired 
results. It requested the Auditor General to inform the House of any case where the 
changes appear to be inadequate or where abuse and waste of public funds develop. 
See paragraphs 119 and 121 of this Report. 


UNAUTHORIZED USE OF CROWN-OWNED VEHICLES. The Committee recommended that the 
regulations be amended to provide for uniform penalties of sufficient magnitude, appli- 
cable to all personnel, to act as a real deterrent to the unauthorized use of Crown- 
owned vehicles. 


FINANCIAL ASSISTANCE TO TOWN OF OROMOCTO, N.B. The Committee recommended to the 
Department of Finance that consideration be given to writing off to expense certain 
loans made to the Town. See paragraph 239 of this Report. 


ASSISTANCE TO PROVINCES BY THE ARMED FORCES IN CIVIL EMERGENCIES, The Committee 
noted that certain provinces had not settled outstanding accounts with the Department 
of National Defence relating to assistance provided by the Armed Forces in civil 
emergencies in prior years. It also noted that as the Department had not been successful 
in collecting the accounts, they had been referred to the Executive for direction but such 
direction had not as yet been received. The Committee directed the Auditor General 
to inform it of the final outcome of these matters. See paragraph 124 of this Report. 


PENSION AWARDS EFFECTIVE AT AN EARLY AGE. The Committee noted that the Department 
of National Defence has been conducting a general review of the benefits payable under 
the Canadian Forces Superannuation Act and has been considering the advisability of 
introducing deferred pensions similar to those provided for under the Publie Service 
Superannuation Act and that this review is continuing. The Committee requested the 
Auditor General to keep it informed as to the progress being made in the introduction 
of deferred pension benefits for servicemen retiring at comparatively early ages. 

In its Sixth Report 1966-67 the Committee noted that the departmental studies 
were almost complete but that it would take some time for the Department to examine 
them and arrive at conclusions. The Committee requested the Auditor General to keep 
Members of the House informed of the progress being made. See paragraph 122 of this 
Report. 


DISCRETIONARY AWARDS OF SERVICE PENSIONS. The Committee noted that the Department 
of National Defence is making a study in an endeavour to achieve a system under 
which the entitlements to all pensions would be specific which, if this were possible, 
would eliminate the considerations of the Pension Board which is now responsible for 
establishing reasons for release. The Committee requested the Auditor General to advise 
it in due course of any action taken to revise the present system. 

In its Sixth Report 1966-67 the Committee, while noting that the study had been 
stopped pending completion of integration of the Armed Forces, again expressed the 
opinion that it is desirable that entitlement to all pensions be specific and requested the 
Auditor General to continue to keep the Members of the House informed of the progress 
being made by the Department toward revising the present system. 


ERRORS IN PUBLIC SERVICE SUPERANNUATION ACCOUNT PENSION AND CONTRIBUTION 
CALCULATIONS. The Committee expressed concern that this matter (first drawn to the 
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attention of the Department of Finance by the Auditor General in 1959), which it 
regards as being very serious, is taking so long to be corrected. It requested the Auditor 


General to keep it fully informed. 

In its Seventh Report 1966-67 the Committee noted that immediate steps were 
being taken to include in the internal auditing procedures of the Superannuation 
Branch an examination of the employee’s contributions in relation to his salary and 
the documents on file. It requested the Auditor General to continue to keep it fully 
informed. See paragraph 91 of this Report. 


INTEREST CHARGES ON LOANS TO THE NATIONAL CAPITAL COMMISSION. The Committee 
recorded how, in its Fourth Report 1963, it had expressed the view that since outlays on 
properties such as those held by the National Capital Commission are expenditures of 
the Crown rather than income-producing investments, it would be more realistic were 
Parliament asked to appropriate the funds in the years in which properties, which are 
not to be specifically held for resale, are to be acquired, instead of leaving the expend- 
;ture involved in the repayment of loans to be absorbed in future years. 

After hearing further evidence, the Committee stated it continues to hold the view 
that outlays on properties such as these are expenditures of the Crown rather than 
income-producing investments, and that Parliament should be asked to appropriate 
the funds in the years in which the properties are to be acquired. It pointed out that if 
this were done it would eliminate the need for Parliament to appropriate funds to the 
Commission to service loans made under the present practice. The Committee repeated 
its request that the Department of Finance review the existing practice with the 
National Capital Commission with a view to placing the financing of the Commission 
on a more realistic basis. 

In its Seventh Report 1966-67 the Committee repeated its views on this matter and 
stated that it was glad to note the undertaking of the Department of Finance to review 
and discuss the accounting treatment involved with the Auditor General. See also 
item 35 of this Appendix and paragraphs 88, 239 and 286 of this Report. | 


ACCOUNTS RECEIVABLE. The Committee expressed concern that weaknesses exist in the 
internal control with respect to accounts receivable and suggested that the Treasury 
Board have the matter studied with a view to ensuring that amounts due to the Crown. 
are adequately recorded, that an accounts receivable control system is instituted and 
that collection procedures are tightened up and firmly enforced. See paragraph 240 of | 
this Report. ! 


INDIRECT COMPENSATION TO CHARTERED BANKS. The Committee recalled that, in its 
Fourth Report 1963, it had advised the House that it was in agreement with the view 
of the Auditor General that the arrangement existing between the chartered banks and 
the Government of Canada does constitute indirect compensation to the chartered banks 
on that this may be construed as being contrary to the intent of section 93(1) of the 

ank Act. 


The Committee reiterated its belief that, if the banks are to be compensated for 
services provided to the Crown, consideration should be given to the most equitable. 
manner in which this may be done, with statutory sanction being given by means of 
an appropriate amendment to the Bank Act, possibly at the time of the decennial 
revision in 1965. 

In its Seventh Report 1966-67 the Committee noted that notwithstanding this. 
recommendation, Bill C-222, An Act respecting Banks and Banking, given first reading 
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on July 7, 1966, includes a provision under subclause (2) of clause 93 designed to permit 
the continuation of the practice of compensating the banks indirectly for services 
provided to the Crown by keeping non-interest-bearing funds (currently an aggregate 
of $100 million) on deposit with them. 


In the opinion of the Committee the proposed amendment does not meet the recom- 
mendation of the Committee and it requested the Department of Finance to provide 
to the Committee an explanation as to why it considers that an amount of $100 
million should be left on deposit with the chartered banks free of interest, and why, 
if it considers that the chartered banks should be compensated for the service provided 
by them to the Government, it has not recommended that subsection (1) of section 93 
of the Bank Act be amended to permit this, and also what other means of com- 
pensating the banks for services rendered were considered and the reasons why they 
are being discarded. See paragraph 89 of this Report. 


THE CANADA COUNCIL. The Committee stated that, in its Fourth Report 1963, it had noted 
that the Council proposed to accept the 1956 census as a basis for distribution of the 
profits realized and interest earned on the University Capital Grants Fund and also 
to accept the “hotch-pot” or trust fund approach to this distribution. Because of doubts 
expressed by other legal counsel and the Auditor General as to the propriety of applying 
these bases, the Committee had postponed further consideration of the matter. 

The Committee was informed that in the interim the Council had proceeded to 
allocate and distribute funds resulting from profits realized and interest earned on the 
foregoing bases. The Committee regarded the approach as a reasonable one, but because 
of the conflicting views held as to whether the action taken is ultra vires of sub- 
section (2) (b) of section 17 of the Canada Council Act, recommended that steps be 
taken to seek amending legislation to provide clear authority for the Council to use the 
1956 census and the “hotch-pot” approach in the distribution of interest and profits in 
respect of the University Capital Grants Fund. 


In its Third Report 1966-67 the Committee again reiterated its recommendation 
and requested the Canada Council to formally request the Government to give considera- 
tion to the required amending legislation with the object of having it considered by 
Parliament prior to the final closing out of the University Capital Grants Fund. See 
paragraph 315 of this Report. 


Seventh Report 1964-65—presented to the House on December 7, 1964 


SURPLUS ASSETS DISPOSAL. The Committee expressed deep concern that while physical 
inventory quantities are maintained and are readily available in respect of all the 
equipment and supply items maintained by the Department of National Defence, the 
purchase cost of the materials, including supplies and equipment stores at supply depots 
and at repair and overhaul contractors’ establishments, is not available. In accordance 
with sound business practice, it would be reasonable to ascertain, for the purposes of 
financial management control, the value of the inventory and what it costs to store 
and handle such an inventory. 

While the Committee expressed its satisfaction with the supervisory methods exer- 
cised by the Department of National Defence over its physical inventory quantities, 
it did not see how the Department can perform a really effective job of inventory 
management without knowing the value of the inventory and what it costs to carry it. 
Furthermore, the lack of any cost or carrying values has rendered it difficult for the 


270 


AUDITOR GENERAL’S REPORT, 1967-68 


Committee either to form any reasonable estimate of the value of the supplies on hand 
or to determine what would seem to be a reasonable inventory level for a department 
the size of the Department of National Defence to maintain for the requirements of the 
three Armed Forces. In this connection it should be borne in mind that appropriations 
approved for the Department of National Defence have aggregated an average of $1,646 
million annually, of which $421 million related to equipment, materials and supplies, 
over the past five years so that it does not seem unreasonable for the Committee to 
expect that some maximum dollar figure of values should be established to govern the 
size of the inventory. It was explained to the Committee by the officials of the Depart- 
ment of National Defence that the Department has been studying this matter for some 
time and the hope is entertained that it will be possible in due course to record the dollar 
value of this stock subject to the extent to which the recommendations of the Royal 
Commission on Government Organization are implemented in the years ahead. The 
Committee found general agreement that the determination of this would contribute 
materially to an improvement in the management of an inventory of this size. 


The Committee made four recommendations of which the following has not yet 
been implemented: 


that every effort be made by the Executive to introduce at as early a date as possible an 
effective accounting change in the operations of the Department of National Defence 
whereby inventory quantities can be costed on acquisition and recorded in the quarterly or 
periodic inventory listings made by the Department. 


Eighth Report 1964-65—presented to the House on December 7, 1964 


23. AWARDS UNDER THE PENSION AcT. The Committee made the following recommendations 


designed to clarify the Act (see paragraph 205 of this Report): 


(a) that the extent of the powers delegated to the Commission under section 25 of the Act, “to 
grant a compassionate pension, allowance or supplementary award in any case that it considers 
to be specially meritorious” where the applicant is otherwise unqualified to receive such an award, 
be clarified by defining the term “specially meritorious”; 


(b) that the ambiguity under the Act whereby section 40 (2) appears to contemplate that a pension 
in respect of death of a member of the forces be limited to a single class of recipient whereas 
other sections of the Act provide that payments in respect of a death may be made concurrently 
to a widow (section 37), children (section 26) and parents (section 38), be eliminated; 


(c 


— 


that the inconsistency apparent under section 38 of the Pension Act where pensions awarded to 
widowed mothers under subsection (3) thereof, which requires that the parent must be incapac- 
itated by mental or physical infirmity from earning a livelihood, are by reason of subsection 
(7) being continued in payment even though the widowed mothers have subsequently been 
able to undertake full-time employment, be removed; 


(d) that consideration be given to adding a section to the Pension Act similar to section 18 of the 
War Veterans Allowance Act to deal with cases where it appears to the Commission that there 
had been a deliberate disposal of property for the purpose of qualifying for a dependent parent 
award; 

(e) that, having regard for section 40 (1) of the Pension Act which provides that no person shall be 
awarded more than one pension in respect of death, the Commission reconsider the legality 
of its decision to permit an award to a dependent parent of a second pension in respect of the 
death of a child after the rights to a pension awarded in respect of the death of another child 
have been lost under the terms of section 45 (2) of the Act. 


24. WAR VETERANS ALLOWANCES. The Committee made the following recommendations (see 


paragraph 206 of this Report): 


(a) the Committee, after taking note of the increasing number of overpayments arising mainly from 
veterans making false or misleading statements, and of the fact that, although 80 such cases 
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had been referred to the Board by the Auditor General in 1962 and 1963, in none of these had 
legal action been instituted, recommends that all cases of deliberate deception which come to 
notice be vigorously prosecuted ; 


(b) that in cases where the presence of a child is the reason for an award at married rates, the 


income of the child, except income specifically exempted under the Act, be taken into account 
in determining the amount of the award. 


AMENDMENTS TO THE CUSTOMS ACT AND THE EXCISE TAX Act. The Committee made four 
recommendations of which the following two have not yet been implemented (see para- 
graphs 6 and 144 of this Report) : 
(a) Sales of goods unclaimed at Customs— 

that the practice of the Department in waiving all or part of whatever storage charges are 


applicable in order that at least the duties may be recovered be given statutory sanction 
by means of an appropriate amendment to section 23 of the Customs Act. 

(b) Determination of ‘sale price’ for sales tax purposes— 
that an amendment be made to the Excise Tax Act designed to give statutory sanction 
to the existing scheme of valuation followed by the Department of National Revenue in 
authorizing manufacturers by regulation to compute the sales tax on less than the actual 
sale price. 


In reiterating these recommendations in its Fifth Report 1966-67 the Committee 
stated that it was disturbed that no attention had been paid to them. The Committee 
then made one additional recommendation: 

(c) Refund of duty paid on goods diverted to use other than that for which they were imported— 
that an amendment be made to the Customs Act to give statutory sanction to the practice 
of the Department of granting refunds of duty in cases where goods were entered under 
an item of the tariff, upon payment of duty at the rate applicable to such goods, and 
subsequently diverted to a use which would have entitled them to entry under a different 
tariff item had they then been imported. 


GENERAL ELECTION EXPENDITURE. The Committee noted the practice followed over the 
years of making accountable advances to election officers for the payment of office 
rental and various other expenses incurred in connection with an election. It noted that 
the Chief Electoral Officer in his report to the Speaker of the House of Commons on the 
1962 general election had recommended that the Canada Elections Act be amended to 
provide for the payment of an accountable advance to an election officer, limited to an 
amount which might be necessary to defray such office and other incidental expenses as 
may be approved under the tariff of fees, costs, allowances and expenses. 

The Committee recorded its support of this recommendation by the Chief Electoral 
Officer and expressed the hope that the amendment will be considered by Parliament at 
an early date. 


ACCOUNTS NOT EXAMINED BY THE AUDITOR GENERAL. The Committee noted that although 
this officer of Parliament is the auditor of the majority of the Crown corporations, it has 
not been the practice of successive governments to appoint the Auditor General the 
auditor of seven of the Crown corporations and other public instrumentalities and that 
therefore their accounts have not been examined and reported upon by him to the House. 
The Committee expressed its belief that it would be in the best interests of Parliament 
in its control of public funds were the Auditor General empowered to audit the accounts 
of all of the Crown corporations, agencies and public instrumentalities owned or con- 
trolled by the Crown, wherever they may be, and to report thereon to the House. 
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The Committee therefore recommended: 


(a) that the Auditor General be appointed either the sole auditor or a joint auditor pursuant to sub- 
section (2) of section 77 of the Financial Administration Act, of each Crown corporation, agency 
and other public instrumentality in respect of which other auditors have been or may be 
appointed ; 

(b) that in cases where such other auditors are appointed, they function as joint auditors with the 
Auditor General, and that such appointments be made by the Government. 


In its Third Report 1966-67 the Committee repeated this recommendation. See also 
item 45 of this Appendix and paragraph 263 of this Report. 


AUDIT OF THE OFFICE OF THE AUDITOR GENERAL. The Committee noted that pursuant to 
the provisions of section 75 of the Financial Administration Act, an officer of the 
public service nominated by the Treasury Board examines and certifies to the House of 
Commons in accordance with the outcome of his examinations the receipts and disburse- 
ments of the Office of the Auditor General. 

The Committee recommended that this section of the Financial Administration Act 
be amended to provide that the receipts and disbursements of the Office of the Auditor 
General be examined by a qualified person nominated by Parliament through its Stand- 
ing Committee on Public Accounts, and that such person should report thereon to the 
House of Commons. In its Third Report 1966-67 the Committee reiterated this recom- 
mendation. 


Third Report 1966-67—presented to the House on June 28, 1966 


SALARY OF THE AUDITOR GENERAL. The Committee noted that whereas the salaries paid 
to the senior deputy ministers and others were substantially increased with effect from) 
December 1, 1965, no proposal had been made to the House by the Government to adjust 
the salary of the Auditor General whose salary is fixed pursuant to section 65(2) of the 
Financial Administration Act. | 

In order to render the Auditor General independent of the Executive in this regard, 
the Committee recommended that section 65(2) of the Financial Administration Act be 
amended to provide that the Auditor General shall out of the Consolidated Revenue 
Fund be paid a salary not less than the highest amount being paid to a senior deputy 
minister in the public service of Canada. 


SEPARATE ACT OF PARLIAMENT. The Committee is of the opinion that all of the character- | 
istics, duties and functions of the Office of the Auditor General should be set out in a. 
separate Act of Parliament governing this Office instead of being a part of the Financial. 
Administration Act. 


The Committee requested the Auditor General to consult his legal advisers and to’ 
co-operate with them in drafting such an Act for submission to the Committee and to the. 
Government. See paragraph 9 of this Report. 


STANDING COMMITTEE ON PUBLIC ACCOUNTS. The Committee has studied an arrangement 
in Australia whereby the Public Accounts Committee is appointed under an Act of 


Parliament instead of under terms of reference by the House of Commons as is the 
case in Canada. 


The Committee believes that control of public expenditure of the size and com-. 


plexity taking place in Canada today requires a Committee established by statute and | / 
recommended that legislation of this type be introduced in the House. | 
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As this recommendation had not been adopted up to the time the Committee 
presented its Thirteenth Report 1966-67 to the House on March 1, 1967, the Committee 
recommended that as soon as possible after commencement of the second session of the 
twenty-seventh Parliament, the Standing Committee on Public Accounts be established 
as a Committee to remain in existence until dissolution of the twenty-seventh Parlia- 
ment. 

The Committee further recommended that the annual Public Accounts and the 
Report of the Auditor General be referred to the Public Accounts Committee at the time 
they are tabled in the House. 


Fifth Report 1966-67—presented to the House on October 19, 1966 


POSSIBLE LOSS OF REVENUE WHEN GOODS LOSE TAX-EXEMPT STATUS. The Committee noted 
the manner in which the Customs and Excise Division of the Department of National 
Revenue places on owners and importers the onus for reporting any duty or tax which 
might become payable on non-tax paid equipment or goods. The Department maintains 
no control on such goods and consequently it is possible for equipment or goods to lose 
tax-exempt status without this coming to the attention of the Department, in which 
case there would be a loss of revenue to the Crown. 

The Committee urged the Department to strengthen its procedures wherever pos- 
sible so as to minimize any possible loss of revenue to the Crown. 


DRAWBACK PAID ON GOODS DESTROYED AFTER RELEASE FROM CUSTOMS. The Committee was 
concerned to note that it had been the practice of the Department of National 
Revenue (Customs and Excise Division) to recommend to the Governor in Council that 
duty drawbacks or remissions be made on goods “destroyed in Canada at the expense 
of the owner under Customs supervision” when section 22(6) of the Financial Admin- 
istration Act, as amended, directs that: “No tax paid to Her Majesty on any goods 
shall be remitted by reason only that after the payment of the tax and after release 
from the control of customs or excise officers, the goods were lost or destroyed.” 

The Committee is of the opinion that the Department should adopt a stricter atti- 
tude towards requests for refunds and remissions based on circumstances which lie out- 
side of normal business practice. 


TAX EXEMPTIONS FOR PARTICULAR GROUPS. Parliament from time to time grants exemp- 
tions from sales tax and/or other taxes to institutions such as hospitals or schools and 
groups of consumers such as loggers, farmers, etc. In the course of discussions with 
departmental officers and the Auditor General, there were indications that in some 
cases the benefits of such tax exemptions are enjoyed by those whom Parliament had 
not intended to assist. The Committee is aware that special exemptions increase the 
complexities of administering the tax law but, nevertheless, it feels that the laws must 
be administered so as to ensure that exemptions granted by Parliament are applied 
only in the way Parliament intended. 

The Committee urged the Customs and Excise Division of the Department of 
National Revenue in its administration of special exemptions always to see to it that 
the benefits from these exemptions go to, and only to, those for whom Parliament 
intended them. 
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Seventh Report 1966-67—presented to the House on October 26, 1966 


LOANS AND ADVANCES REPRESENTING GRANTS TO CROWN CORPORATIONS. The Committee 
again criticized the practice of treating amounts paid to a Crown corporation, which did 
not have means to repay them, as loans and advances rather than expenditures of the 
Crown. The Committee was disturbed to learn that not only had the financing in this 
manner of the National Capital Commission not been reviewed by the Department of 
Finance as requested by it (see item 18) but the practice had been continued and 
further extended by the Department of Finance in 1965 when the House was asked 
to approve loans aggregating $14,250,000 to the Canadian Broadcasting Corporation to 
finance capital requirements which in the past were financed by grants charged to 
budgetary expenditure. 

The Committee again expressed the opinion that expenditures of this type are not 
loans or advances which can or should be regarded as revenue-producing assets but are 
in fact grants and should be charged directly to budgetary expenditure in the Public 
Accounts of Canada. The Committee noted the undertaking of the Department of 
Finance to review and discuss the accounting treatment involved with the Auditor 
General and expects the latter’s report thereon in due course. See paragraphs 88 and 
239 of this Report. 


ADVANCES TO CANADIAN CORPORATION FOR THE 1967 WORLD EXHIBITION. The Committee 
took note of the circumstances under which the Government of Canada is purchasing 
securities issued by the Canadian Corporation for the 1967 World Exhibition and 
guaranteed by Canada and by Quebec. It noted that since the initial grants of $40) 
million of which $20 million was provided by Canada under the Canadian Corporation 
for the 1967 World Exhibition Act, were fully paid over to the Corporation in 1965 the 
Corporation’s needs have been financed almost exclusively by issuance of these securi-. 
ties, all of which have been purchased by Canada. | 


The Committee recommended that amendments to the existing legislation be placed 
before Parliament and the Legislature of the Province of Quebec so that the additional 
grants required can be made by the parties concerned, namely Canada, Quebec and the 
City of Montreal. The Committee directed the attention of the House to the fact that 
unless these additional grants are provided, the Corporation’s presently estimated total 
requirement of $143 million (less $40 million already provided by Canada, Quebec and. 
Montreal) will have been financed by loans from Canada and the Corporation will be: 
burdened with the cost of additional interest and at the conclusion of the Exhibition) 
will not have the cash resources necessary for payment of its indebtedness to Canada. 
See paragraphs 88, 239 and 270 of this Report. | 


PRAIRIE FARM EMERGENCY FUND. The Committee believes it is important that the matters 
referred to by the Auditor General in paragraph 46 of his 1964 Report and paragraph 
52 of his 1965 Report be rectified and recommended that appropriate legislation be’ 
introduced as soon as possible. It requested the Auditor General to keep the matter 
before the House and the Committee. 


Eighth Report 1966-67—presented to the House on November 3, 1966 . 

| 

REPAIRS AND ALTERATIONS TO CANADIAN COAST GUARD SHIPS. The Auditor General, in para- | 
graph 85 of his 1964 Report, drew attention to an instance where a ship repairer com- 


menced operations under a contract involving a consideration of $43,346 but the work > 
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actually performed under the contract amounted to $130,851 before the ship was returned 
to service. 


The Committee appreciates the problem faced by the Department of Transport 
when ships for which certain repairs have been contracted for require additional repairs, 
the need for which is not evident until the ship is opened up. 


The Committee also appreciates the danger pointed out by the Auditor General that 
a shipyard could deliberately bid too low for the repairs specified in order to get the 
ship into its yard, and then recoup any loss sustained by including excessive profits in 
charges for the carrying out of the additional work that is found to be required after 
the ship has been opened up. The Committee feels that everything possible should be 
done to assure the Canadian taxpayer that the tender system in the case of ship repairs 
is working to ensure that costs of these repairs are not excessive, and it discussed with 
departmental officers various ways in which this continuing problem might be overcome. 

The Committee recommended that, in addition to all other methods which the 
Department might be able to employ in controlling the cost of extras, ship repair con- 
tracts be drawn up to provide that when extras are involved they shall be undertaken 
on a cost-plus or a modified cost-plus basis, the profit to be limited to the percentage 
of profit realized on the original contract price, with a proviso that no loss be suffered 
on the extras and with the entire contract subject to cost audit by government auditors. 


COST OF SALVAGING SUNKEN VESSEL. The Committee is of the opinion that costs of recov- 
ering a sunken vessel, the oil cargo of which was a threat to waterfowl, marine life and 
coastal property, should be the responsibility of the owner of the vessel and recom- 
mended that the Department of Transport take immediate steps to introduce the 
necessary legislation so that the Crown may be protected from such costs in future. 
See paragraph 5 of this Report. 


COST OF ABANDONED DESIGN PLANS FOR FERRY VESSEL. The Committee discussed with 
officers of the Department of Transport and the Canadian National Railways the addi- 
tional payment of $20,000 which had to be made to the architects who were preparing 
plans for a ferry vessel to operate between Newfoundland and the mainland. 

In the opinion of the Committee this additional expenditure resulted because the 
Department and the C.N.R. had not come to an agreement as to whether the ferry 
vessel was to be a full icebreaker or simply an ice-strengthened ship, and emphatically 
stated that the Department should ensure in future that agreement is reached before 
architects are asked to proceed with the preparation of plans. 

Although the Treasury Board had approved payment to the architects of the 
final amount of $130,000 for the preparation of these plans, the Board had not been 
advised that this represented an increase of $20,000 over the amount which the architects 
had originally agreed to accept for the assignment. 

The Committee feels very strongly that the Treasury Board must be given all facts 
when it is being requested to approve of contracts, and it urged the Department to 
see that future submissions to the Board are complete in this respect. 

The Committee, recognizing that the ferries operated by the Canadian National 
Railways on behalf of the Department of Transport are in effect rail links, reeommended 
that consideration be given to the assuming by the Railways of responsibility for the 
procurement of ferry vessels as is done with respect to rolling stock requirements. 


INADEQUATE CONTROL OF STORES AT NORTHERN LOCATIONS. Following consideration of the 
situation disclosed in paragraph 104 of the Auditor General’s 1965 Report, the Com- 
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mittee stated that it regards this matter as being of the utmost importance and urged 
the Department of Indian Affairs and Northern Development to establish adequate 
controls on all stores in the North with the least possible delay. See paragraph 103 of 
this Report. 


Tenth Report 1966-67—presented to the House on February 7, 1967 


SALARIES AND WAGES PAID FOR WORK NOT PERFORMED. The Committee reviewed the prac- 
tice of the Canadian Broadcasting Corporation in making payments to employees for 
scheduled hours during daily or weekly tours of duty in excess of actual hours of 
attendance, noting that such payments aggregate $450,000 per annum. The Committee 
considered that public funds should not be disbursed for work not performed and that 
managements of Crown corporations have a responsibility to ensure that the taxpayer's 
money is not used for non-productive work of this nature. The Committee recommended 
that such payments be eliminated by the management as and when the present union) 
agreements come up for renewal. See paragraph 64 of this Report. 


TRANSPORTATION ON LEAVE ALLOWANCE. The Committee recommended that the Depart- 
ment of National Defence take steps to bring its transportation allowance into line with 
current rail rates. | 


PROPOSED REMOVAL ALLOWANCE. The Committee recommended that the Department of) 
National Defence give consideration to recommending the establishment of a cash allow- 
ance for members of the Armed Forces being transferred equivalent to 90% of the 
estimated costs of moving their furniture and that it advise the Chairman of the: 
Committee and the Auditor General of its decision. | 


Eleventh Report 1966-67—presented to the House on February 7, 1967 


CENTRAL MORTGAGE AND HOUSING CORPORATION—APPOINTMENT OF AUDITORS. The Com- 
mittee strongly reiterated its previous recommendation that the Auditor General of 
Canada should be the auditor or a joint auditor of all Crown corporations, agencies and 
public instrumentalities owned or controlled by the Crown wherever they may be and 
that he report thereon to the House. The Committee therefore recommended that the 
Auditor General of Canada be appointed the auditor or joint auditor of Central. 
Mortgage and Housing Corporation. See also item 27 of this Appendix and paragraph. 
263 of this Report. | 


CENTRAL MORTGAGE AND HOUSING CORPORATION—REPORTS OF THE AUDITORS. The Committee 
is of the opinion that it is entitled to be furnished with copies of all reports made by 
the external auditors of any Crown corporation and requested that the Minister respon-. 
sible for Central Mortgage and Housing Corporation instruct the Corporation to make 
these available to the Committee for the fiscal years ended December 31, 1963 and 
December 31, 1964 and to do so without further delay. 


CENTRAL MORTGAGE AND HOUSING CORPORATION—STATEMENT OF NET INCOME. The Com- 
mittee believed that it would be more informative to Parliament if the figure shown on 
its Statement of Net Income and described as Administrative Salaries and Expenses’ 
were broken down by the Corporation in future into its major categories or areas of| 
expense in accordance with generally accepted accounting practice and the practice 
followed by other Crown corporations on their financial statements. 
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Twelfth Report 1966-67—presented to the House on February 9, 1967 


RECONSTITUTION OF FINANCIAL STRUCTURE OF THE NATIONAL HARBOURS BOARD. The Com- 
mittee is concerned that there appears to be little prospect of the National Harbours 
Board being in a position to meet its principal and interest obligations and recommended 
that the financial structure of the Board be reconstituted. In this connection it was 
pleased to receive assurances that this matter was to be dealt with by the Department of 
Finance and the Board within the next twelve months. See paragraph 287 of this Report. 


Thirteenth Report 1966-67—presented to the House on March 1, 1967 


MUNICIPAL WINTER WORKS INCENTIVE PROGRAM. The Committee discussed the practices 
set out in the 1965 Report of the Auditor General to the House with the Deputy 
Minister and officials of the Department of Manpower and Immigration and was 
informed that while a majority of these unsatisfactory practices continued in claims 
received during the fiscal year 1965-66, there had been a substantial improvement in the 
situation since April 1, 1966. 


Members of the Committee expressed considerable concern at the type of question- 
able practices which had developed in the administration of the winter works incentive 
program and the Committee has requested the Auditor General to continue to watch 
the situation closely and advise the House thereon in due course. See paragraph 112 
of this Report. 


PARLIAMENTARY CONTROL OF EXPENDITURE. The Committee expressed the opinion that 
there is a weakening of parliamentary control when Parliament is unable to take the 
time to examine in detail the amounts being requested as interim supply particularly 
when these exceed the normal one-twelfth for each month for which interim supply is 
requested. It considers it unfortunate that the parliamentary rules do not provide for 
immediate consideration of the Estimates after they are presented to the House so that 
the proposed spending can be approved and interim supply would not be required so 
extensively. It feels that the rules could and should be changed in this regard in order 
not only to strengthen parliamentary control of public funds but to give the Executive 
the clear mandate it deserves in the discharge of its heavy responsibilities. 


The Committee submitted the following recommendations designed to strengthen 
parliamentary control of public expenditures in the future: 


1. (a) that the business of the House be go arranged that consideration of the annual main estimates 
by the various committees of the House and by the House itself be completed within three 
months of the tabling of these estimates; and 

(b) that when consideration of all or part of any year’s main estimates has not been completed 
by the commencement of the fiscal year to which they relate, thus making interim supply 
a necessity, the first interim supply bill include provision for a period of one, two or three 
months up to a date three months from the end of the month in which the estimates were 
tabled. 


2. that there be no change in the Treasury Board’s procedure whereby it is the agency which 
determines the Government’s overall cash requirements in stated areas, e.g. salary increases. 
However, once this determination is completed and the individual departmental needs established, 
the Committee believes that the additional amount required by each department should be made 
the subject of a supplementary estimate prepared by the department concerned for submission 
to Parliament for its consideration and appropriation in the usual manner. See paragraph 64 of 
this Report. 
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APPENDIX 2 


SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE 
BY DEPARTMENTS, CROWN CORPORATIONS AND OTHER INSTRUMENTALITIES 


Authorized and on Strength as at March 31, 1968 
(with comparative figures as at March 31, 1967) 


Employees authorized | Employees on strength 


(iets tag Name of Department, Crown Corporation 
March March Increase or Other Instrumentality March March Increase 
1968 1967 (Decrease) 1968 1967 (Decrease) 


DEPARTMENTS (Note 1)— 


Agriculture— 

657 598 59 Departmental Administration...............6.5e05¢: 629 539 90 
4,000 4,011 (11) Research Branenh, : .... csandsccs cs cca ee eae a8 3,798 3, 669 129 
2,253 2,293 (40) Production and Marketing Branch................-:- 2,072 2,138 (66) 
1,967 1,868 99 Health of Animals Branch? 2(.2.). Be. i ee PE 1,851 1,760 91 
1,165 1, 250 (85) Prairie Farm Rehabilitation Administration........ 1,015 1,062 (47) 

83 60 23 Prairie Farm Assistance Administration............. a 55 22 
889 889 — Board of Grain Commissioners. 00... .\0.0..00e.0 das 853 862 (9) 
187 288 (101) Canadian Government Elevators.................0.- 183 284 (101) 

11,201 11; 257 (56) 10,478 10, 369 109 

79 67 12 Atlantic: Development Board.7).5..0494505 5-2-2 ee 73 58 15 

28 22 6 Atomie* Energy @Gontrol Board. te ls A ae eee ra 22 5 
236 238 CAT AMCICOL Greneral S C)UICG, aa.tee coed. asi accsistate eee 219 202 17 
123 69 54 Board of Broadcast Governorss. no. dar acoupcr enedae te 100 53 47 

22 29 (7) ) Chief Plectoral Officer 24.) S32; 2eVi GE... eae 22 29 (7) 

Consumer and Corporate Affairs (formerly Registrar 
General)— 

87 78 9 Departmental Administration. <6. 23% ung. -eouae, 86 66 20 
106 69 37 Bankruptcy Act AdimnistTation...::..c. on eee 90 52 38 
102 88 14 Combines Investigation Act Administration........ 89 78 11 

36 BW 4 LJOPDOFa tions DLOUC ow, ivciesiroitei ce) 1s eee ae 43 on 11 
419 387 32 Patent, Copyright and Industrial Designs Division. . 403 390 13 

62 58 4 ‘rade Marks Off Gees. 2a. ay ae tien ae 59 51 8 

8 8 — Restrictive Trade Practices Commission............ 8 8 — 

26 —~ 26 Consumer Affairs .Branéhs ces. poi Soles Ua oes 19 _ 19 

846 720 126 797 677 120 
Defence Production— 

145 159 (14) Departmental Administration....................06- 139 150 (11) 

410 468 (58) Finance Branches, i220 Ace, Ae ees See 332 427 (95) 

359 | 290 69 Operations. Branched. . dic.c.as). dim. benders thane ieee 272 230 42 
1,406 1,302 104 Canadian Government Purchasing Service........... 1,178 1,122 56 
1,232 | 15150 82 Canadian Government Supply Service............... 1,089 1,102 (13) 

Canadian Government Printing Bureau— 
4 11 (7) Genefal Manager. uct: aii aatio lah ess 4 4 7 

77 70 7 PRSineerine Bere a6 oon o2 4 acids oy ks ha pe 76 70 6 

a} 72 5 WinaNeTAL PEIvicees:-.. 2s. alles ese 83 76 7 

29 26 3 Industrial Relations Services............200622..0. oF 25 2 
27 24 3 Research and Industrial Engineering............... 25 18 7 
: 40 77 8 (38 ) Printing Production (Main Plant).................. 692 693 (1) 
596 555 41 Printing Production (Outside Plants).............. 589 555 34 

Canada Emergency Measures Organization— 

118 113 5 Emergency Measures: .i.cicssuces Siadoeeelae.. 103 109 (6) 

62 62 -- Emergency Measures College............cc.seceee- 49 53 (4) 

5, 282 5,080 202 4,658 4,634 24 
3,411 2,899 512 Dominion Bureau. of Statisties)). 0)... 4 3,197 2,695 502 
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SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Continued 


Employees authorized Employees on strength 


Name of Department, Crown Corporation 7=20herr ee eee 


ks ene ene. ; or Other Instrumentality March | March | Increase 

1968 1967 (Decrease) 
a See re er ae el 
DEPARTMENTS— Continued 
Energy, Mines and Resources— 

435 414 21 Departmental Administration....................... 348 386 (38 ) 

954 844 110 Surveys and Mapping Branch.....................__ 881 781 100 
1,007 1,042 (35) Marine Sciences Branch............................. 752 947 (195) 
571 484 87 COIURICR DUPVOy (ec SOO 517 437 80 

704 686 18 PUI ee es er eo ee 673 647 26 

— 119 (119) ssoptaphical Bragch........7, SS. gor Beale or | — 105 (105) 
233 202 31 Dbservetories Bragéh 5) en 219 192 27 

61 70 (9) Polar Continental Shelf Project, ;.. eee 35 60 (25) 
773 591 182 sulend ‘Waters Branch. erso yes Niecenye 655 495 160 
110 40 70 Resources Development Branch..................... 122 20 102 

17 17 — Poranion Coal Board. ta SMR 16 15 1 
144 131 13 National Mhergy Board e008 J eh 136 114 22 

§,009 4,640 869 4, 854 4,199 166 
, 

External Affairs— 
3,351 3,008 343 SRvereAL ATrarte. foo ee ee 3,112 2,839 273 
496 313 183 exterial AiG, Cite, ver ee Surana OE FS 345 274 71 
12 12 — International Joint Commission...................... 11 11 — 
8,859 8,333 526 8,468 3,124 B44 

Finance— 
345 278 67 Departmental Administration..................... de 291 245 46 
Comptroller of the Treasury— 

4 2 2 Dompirolor’s Giee: «.. 45.5 atk ce SE ares “ee 4 2 2 

23 16 of Accounting Advisory Service.................... 15 14 1 
189 190 (1) Accounting and Special Services.................. 178 186 (8) 

14 16 (2) Authorities Advisory Service.................... 13 12 
126 103 23 Personnel and Administration .................... 125 93 32 
380 389 (9) PCL Perv iced: ere ee. ae ey 355 343 12 

62 41 21 Planning and Development........................ 50 38 12 

Operations— 

16 8 8 DICAUNGAIIAIS. <.. nes eon 16 10 6 

589 538 51 AO OUI OT VICES. ern ki, earn Lt oe 556 516 40 
1,705 1,717 (12) Oa Ge pod San ea ee Ee ae 1,627 1,598 29 
2, 283 2,058 225 ALS Ua ied getp A RR aN Rls pare a= Me Ne | glean 2,101 1,952 149 

211 214 (3) CHIPCTAGRURLLON (6.004 cs ck ene ic ety gee 194 192 2 

384 404 (20) PIV ete DAMM cates ss eve hone nea eek os ce 361 340 21 

43 43 as SOE ne ieee at ica ween 38 41 (3) 

4 5 (1) Municipal Development and Loan Board............. 4 5 (1) 

26 25 1 Guaranteed Loans Division, ........................ 22 24 (2) 

4 4 — Inspector General of Banks "os. Pe ele ernie 3 4 (1) 

6, 408 6,051 857 5, 958 5,616 338 
Fisheries— 

91 92 (1) Departmental Administration...................000. 84 103 (19) 
204 202 2 Field Services Administration.................0002- 186 202 (16) 
830 801 29 Conservation and Protection Service................. 725 806 (81) 
389 303 86 Resource Development Service..................-00. 372 320 52 
372 344 28 DIEM NMI rth gh nis ce onan ib bad keaeeuas 349 290 59 
337 299 38 Miscéliansoud Services, er ay Pia) ee Pere ie, 264 190 74 
940 855 85 Fisheries Research Board of Canada................ 804 735 69 

8, 163 2,896 267 2,784 2,646 138 
Forestry and Rural Development— 

234 190 44 Departmental Administration................000000: 198 184 14 
1,909 1,684 225 Re ee ene ines Le doees bomete ws 1,708 1,501 207 

193 160 33 Rural Development Branch.................c.ce00:: 178 126 52 
2,336 2,084 802 2,084 1,811 273 

83 63 20 Governor General and Lieutenant-Governors.......... 64 58 6 
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SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Continued 
ee i_Ooooleyeoeeyeqeqoaeoqeoqoqoqoqoq«<«®q®q«q«qoos= mmm 


Employees authorized Employees on strength 


Name of Department, Crown Corporation 


March March Increase or Other Instrumentality March March Increase 
1968 1967 (Decrease) 1968 1967 (Decrease) 
DEPARTMENTS—Continued 
Indian Affairs and Northern Development— 
314 269 45 Departmental Administration «6,4 temectencan dle <> 265 235 30 
Indian A ffairs— 

746 728 18 A CMINIStTAtiONs oct ocnisekeaeiieth. aie ee ee 688 650 38 

712 779 (67) Developrient,:..c<s iiss e142 abe wate tebe een eee 623 699 (76) 
2,410 2,261 149 Education. | seid Get hc.5<5 Pes a eee 2,368 2,217 151 

Northern Program— 

743 187 556 Administration. 7.4... <1 cei ae eee 712 168 544 

644 589 55 Education: 24 om. eaatancs MiG Soe Tee eee aan 630 548 82 

422 195 227 Regional Development: . <dscccch1suuhetll Senet ae 403 168 235 

84 1,086 (1,002) Territorial GOvV@EnINeN cn ontiwn ts aust et 84 897 (813) 

28 31 (3) Northern Science Research .......06.00..ee0e +s: 23 23 — 

114 102 We Resource and Economic Development............. 96 89 7 
Conservation— 

282 138 144 Ned WSCC eo sass toes aie veshad Ato ce e 264 127 137 
2,817 National, Parks: 3 2s. /6 A Ot a ieee 1,588 

= 2, Bis 396 Historié Sttestd Athi Na. 4, ste teen eee aemeend g20f | 1,594 314 

197 148 54 Canadian Wildlife Service......0....30.icccnee ve ee 167 137 30 
9,906 9,322 584 8,231 7,562 679 

Industry — 
31 23 8 Executive Oices. aa. ona eee sa ek Rice htacnealt eee 27 22 5 

313 92 221 Finance and Administration,...c..i.4-0. 4c ee aes 250 66 184 

54 51 3 Area Development’A gouey asin dA kn ee cet 48 33 15 

155 131 24 Advisory Group. ...:geusanedt ane tele ae 130 96 34 

472 484 (12) Onperatiotsy.s: > 3 5246027 UR es a etl beaiecebber ce 392 336 56 
1,025 781 244 847 563 294 

The increase in employees authorized and on 

strength in the Finance and Administration 

Branch at March 31, 1968 results from the re- 

organization of the Department on separation 

from the Department of Defence Production 

effective July 1, 1967, with consequent loss of 

common services. 
135 121 14 Insure sek. ak Sy el oats 5. cy sR, ee 123 118 5 
465 394 71 JURORS 3. As es vis y'2e Sea PT AEE: a = oe 410 330 80 
Labour— 

267 261 6 Departmental Administration. ..0¢snt' Sesawscee bis: 234 215 19 
89 83 6 Labour Relations... : wantin aie (ae ia ieeds ola oh «Ce 82 63 19 

301 243 58 Labour Standards and Employee Benefit Plans...... 277 212 65 

161 141 20 Research and Development... =. 2. <4:.465.06 cin 129 118 11 

818 728 90 799 608 114 

Legislation— 

227 227 — Senate... PoP e aecehepekate Si bd bl ee 213 213 —- 

1,161 1,134 27 Blouse: of Goria ihn awe cteatoaeds & cna eee 1,068 1,068 — 

82 78 4 Library, of Partiaiient ices cc set: kis a ies cet es, 75 78 (3) 

1,470 1,439 31 1,356 1,359 (3) 
Manpower and Immigration— 

620 472 148 Departmental Administration.............cceeeeeceee 565 441 124 
2, 298 2,021 277 Canada Immigration Division....................00- 2,107 1,813 294 
patti ser 1,487 Canada Manpower Division yisi.140 2040 cdhayanerss 6,195 5,039 1, 156 

pe — I rogram Development ROE VAs SR I? or cgi ies 277 183 94 
ia ee ta Immigration Appeal. Boardievs¢ 4s bdss 0h Suan voeemmecls « 25 9 16 
, O79 1, 960 9,169 7, 485 1,684 
: National Defence (Civilian Staff)— 
39 ms 811 (54) Departmental BOBS so ecss ba veaeee emer 672 683 (11) 
, 39, 993 (160) Delonce Serviesas. Sc. «és co in vacsten ein. 38, 036 39, 630 1,594) 
2 849 gral ride 0 tered alacant eke eee se . / (1, 
a; , 833 16 Defence Research Board............cccceccccecceces 2,640 2,699 (59) 
43, 439 43, 637 : 4 
+ (198) 41,848 | 48,012 (1,664) 
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SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Continued 


|) Le ee 
Employees authorized Employees on strength 
-alipnneraepremagaemmniinatatietn nt te oe 


March March Increase 
1968 1967 (Decrease) 


Name of Department, Crown Corporation 
March March Increase or Other Instrumentality 
1968 1967 (Decrease) 


Sennen 
DEPARTMENTS—Continued 


1,162 1,108 54 Pisa Wile Bobrd «oo. iv asses. cole eek... 1,074 1,045 29 

105 87 18 National Gallery of Canada..................0........ 100 76 24 

National Health and Welfare— 

548 490 58 Departmental Administration....................... 454 440 14 

867 819 48 Health Servites Braneiwii 4. bis decid. wide... 753 763 (10) 

107 72 35 Health Insurance and Resources Branch............. 75 55 20 
3,660 3,367 293 Modical/Services Branch. WA. fiy dds A oleee...... 3, 054 2,859 195 
1,036 866 170 Soadand Dine Branch 4.0.40. AseP oie viedi...... 844 787 57 

Welfare Services— 
2,399 1,558 841 Income Security Branch.......................... 1,897 1,475 422 
93 90 3 Welfare Assistance and Services Branch........... 65 69 (4) 
73 54 19 Special Programs: Branelts 4/144 6) ou A ...... 46 46 — 
8,783 7,816 1,467 7,188 6,494 694 
National Research Council of Canada, including the 
Medical Research Council— 
1,488 1,438 50 Administration and Services........................ 1,461 1,429 32 
2,127 2,057 70 Scientific and Engineering Divisions................. 2,136 2,056 80 
13 9 4 Medical Research Council....20.0 02. /00300t....... 14 9 5 
3,628 3,504 124 8,611 8,494 117 
National Revenue— 
Customs and Excise Division— 
934 Gotera) Administration eu. 7. 9is.ece. cel... 820 
341 Checking, Refunds and Drawbacks........ 306 
1, 264 Excise Duty and Excise Tax........05...).000000.. 1,172 
151 Customs Inspection and Investigation.............. 142 
5,515 Porter s008 Jaa Aalst os feet 5,379 
Re-organized in 1967-68 as follows: 
798 Aduainistrationvi 3) AO eee ee. 619 
Customs Operations— 

349 Administration—Operations..................0.. 340 
2,178 Port-Operations—Traffic. Ac . 2090 ie. decccaae 2,048 
3,498 Port Operations—Commercial................... 3,423 

112 Investigations and Enforcement................. 112 

358 MRT Nes re, etn ward ee so ee a a ae 347 

2 Administration—Customs....................05. 2 
206 Dominion Customs Appraisers.................. 189 
145 Dmewheekwanzandrverrvarest POR Oe. s. 70 

99 Citeoking and - Refunds. $07.954 421070. SA... 71 
Excise Tax— 
55 ; Ps Dh | eee ee a 53 

205 Petlectiottcis: Cukeswart. i eisvebethes coke icdonss 190 

86 Values and Classification.......:............00-- 78 

669 Excino ‘Tax: Audiict hi icibs, Jeleueiigeett.... 615 

8,760 8, 205 555 Total—Customs and Excise Division................ 8,157 7,819 338 
Taxation Division— 

852 705 147 Heats: BA Fs EEA 675 607 68 
2,832 2,698 134 Date Canter (Ottawa) ie Ae TR Ri ca 2,622 2, 388 234 
7,754 7,875 (121) District (ifitesgsee eerdad OW I AA we. 7,383 7,350 33 

22 22 — Tae ASA verte LM wceci nite . ca cabanas <'s SY ok: 22 22 — 
11,460 11,300 160 Total--Tasntion Ritson: a. asdedeias c's sess seer ss. 10,702 10, 367 335 
20, 220 19,505 15 18, 859 18,186 673 

Post Office— 
1,197 1,104 93 Eendanarions:: 80210. hea eee a... 1,128 1,037 91 
1,176 1,097 79 Dieisied Offiowts: caxcic: SOCVRYIESAA GS... 1,172 1,047 125 
334 341 (7) Hatiwag Mail Berviee.s sss ici. o TAA NIA.... 319 330 (11) 
33, 389 30,330 3,059 Giatt Poet ices, io 2cs sic Fie i PG oe» 32,963 30, 130 a 
1,714 1,825 (111) Ceennleeeee eS Pe NA ATM ee wae 1,714 1,825 3 se 
$7,810 84,697 8,118 87, 296 84,3869 9 
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Employees authorized 


March 
1968 


March 
1967 


Increase 


(Decrease) 


349 


(114) 
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Name of Department, Crown Corporation 
or Other Instrumentality 


DEPARTMENTS—Continued 


Privy Council— 
Privy (ounce Gee. faa tara oc a ascend aume ne eaten ee 
Prime Minister’s, Residenee..... is nwolia <> demoteatt.- 
Economic Council of Gankds. ces 5a. ce cs on ence weak 


Publie Archives and National Library— 

Public Archives— 
Administration and Technical Services............ 
Historical Branch..c......ceveeteimwi sie eee 5st 
Records Management Branch...............:..... 

National Library— 
Administration. sie barn: oc aaarede ee ane.« oocck 
Cataloeuing Divisidlicawes. eacerena descr. «c. ok 
Referonee: DIVigiGl: cus oon otuwee Satine epee ee 


Public Printing and Stationery— 
Departmental Administration....... was oc sslegcees ss. 
Distribution of official documents including print pro- 


GULOMICN Gar hcc uhh te ee CIO Ee 


Public Service Commission— 
Departmental Administration. i. ics. occ ices cc cece 
Staffing Branch... ..ah-4ebues. aes eee edema aa ct 
Languagecboreatinexna>. seas Acetate edema «nw iat 
Bureau of Staff Development and Training.......... 
Bureau of Management Consulting Services.......... 
Appeals... ....ceepnbiced coe Ah. GOR te Bidet meaecton ca OR aes, < 


The Bureau of Classification Revision was 
transferred to the Treasury Board effective 
April 1, 1967. 


Public Service Staff Relations Board— 
A CWINISUEALION.. 22.5 ek ses Gan Co ee ee 


Public Works— 
Departmental Administration.................0.000 
Maintenance and Operation of Public Buildings and 
Grounds— 


Harbours and Rivers Engineering Services........... 
Roads, Bridges and Other Engineering Services. .... 
J esting Laboratories... <<. satits easier. . A 


Secretary of State— 
Departmental Administration 


POO 8 oO wie '8) ye a ele De ee 
SPCC de ee sae Hs Ce 6 ee isha ele € CRS ew « 
69 CS CG) Se Slee 4) See & 6 8 ® 
REC 0 8 60» 4 ee Ce ee Ss Pee eee eo ew le 
02:4 @¢ C's. Od 4 wi. STE e Sere «) Gia ee yt RL eRe he CaP a 6a 0% 
om esse 66s chee oleh Siiel ele @ Sue BIN 6 6 6 


atefeisiis we se ¢ 


SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Continued 


Employees on strength 


March 
1968 


March 
1967 


126 
1,020 


Increase 
(Decrease) 


17 


87 
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SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Continued 


Employees authorized 


March 
1968 


38 
19,600 


490 
727 
1,793 
1,749 
801 
656 
6,216 


March 
1967 


593 
801 
1,981 
1,937 
834 
733 
6,879 


Increase 
(Decrease) 


(103) 
(74) 
(188 ) 
(188 ) 
(33) 
(77) 
(663) 


Name of Department, Crown Corporation 
or Other Instrumentality 


a ieeeeeienenesee ee Ce, A Sete 


DEPARTMENTS—Continued 


Solicitor Genera]l— 


SO SO Ohi C'S oe AE 6 4 o oe 


OE SRS SR Seek Rae E eee le had wale «6 & & 
oO eT ee es we 


INS OLS CM Cle) SS ale Sie Ree SEN & 6.6: 6 


eS RE SAMs RS ee ee Le OA ee ae eS ws 


POS PETS. 8 F126 051% 6 We 


Trade and Commerce— 
Departmental Administration....................... 
Trade Commissioner Service........................ 
piaadarde: Branch.) \wretwnnrieoseGdhelivaants.... 


Transport— 
Departmental Administration....................... 
Marine Services— 
Marine Administration and Marine Works......... 
Marie iineiationseberd. <..5<i. +s. bask... 


Air Services— 
Axliainistibian ted foe eels erases anol. con 
Control of Civil Aviation and Air Traffic Control. 
Airports and Field Operations..................... 
Construction, Engineering and Architecture Branch 
Telecommunications and Electronics Branch....... 
Meteorologival Branch ..,...::... oneea wetlil, ... 


Canadian Transport Commission— 

A TEI, Taree 0. ois: svc Oates d »-«.. 
Air Transport Committee (formerly Air Transport 

Board) nite’ to xcrw whieweniae Joenitud.....-. 
Railway Transport Committee (formerly Board of 

Transport Commissioners)... ......0.0..000.00- 
Water Transport Committee (formerly Canadian 

Maritime Commission)... .. sca se siecoscess 
Motor Vehicle Transport Committee.............. 
EROBOBTOD Soca 'c es ceiacs bas os on tO SRE. 5 «i 


Treasury Board— 
Departmental Administration.......20.5.J...2...... 
Central Data Processing Service Bureau............ 


The increase in employees authorized and on 
strength in the Administration Branch at March 
31, 1968 results mainly from the transfer from the 
Public Service Commission effective April 1, 
1967 of the Bureau of Classification Revision in- 
volving 111 positions at that date. 


Unemployment Insurance Commission— 
iba irene acs, Olid... sccitalns sudden 
NIMES gg i is dative Meira 's inser ose aa 
NT ae a 0 ARES ROR ee Se, 
CERIO AGRON ess ode NL tole... 
TIGR RI Bis PU PEPE v's bide ea newsees 
Pacific Rerion:.... bat. beth .avottvil.odbank., 
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Employees on strength 


March 
1968 


402 
673 
1,615 
1,617 
742 
584 
5,633 


March 
1967 


16,823 


188 
46 
234 


439 

723 

1,721 

1, 688 

756 

624 

| 5,951 


[eee 


Increase 
(Decrease) 


(37) 

(50) 

(106) 

(71) 

(14) 

(40) 

| ($18) 
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SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Continued 


nn ena RS SSS ea a SE Se I TE LE SET ET TS TT SERS ST ETS STE ET St eee 
Ce LACT Ea TE 


Employees authorized Employees on strength 
—— Name of Department, Crown Corporation iy 
March March Increase or Other Instrumentality March March Increase 

1968 1967 (Decrease) 1968 1967 (Decrease) 


| | 
Se a 


DEPARTMENTS—Concluded 


Veterans A ffairs— 


674 752 (78) Departmental Administrationy 3/5 06/70. 07 2a... 622 650 (28) 
9,954 10,871 (917) Treatment Servicesor oy. VU eee 5 ea eA. 9,422 9,383 39 
1,082 1,076 6 Welfare Services........... aay Te PERN hao 1,046 1,013 33 

360 360 = Pensions Administration o-.:0 <0. x. POS AR os oe 331 334 (3) 

662 | 656 6 Veterans’ Land Act Administration.................. 645 636 9 

12,7382 | 18,716 (983) 12,066 12,016 50 
244,116 | 233,487 10,629 Total, Departiiientag™ O99 7. ee Oe Oe es, 226,232 | 216,984 9, 248 


CROWN CORPORATIONS (Notes 1 and 2)— 


Air Canada— 
Operations Department— 
Flying-personnel 132. dcdnr oO, Oe 2,791 2,229 562 
Other personnel: i345 F1. SO Oo 2 Rs cs 8,323 7,486 837 
Sales Departmentier snk ©. PO 2e1 ose. CRRA ccs 3,810 3,563 247 
Purchases and Stores Department................... 607 603 4 
Finance Department). 2.77.05 ses cscs 686 646 40 
All others... 03. . SOR Ce Ae 362 379 (17) 
16,579 14,906 1,678 16,579 14,906 1,678 
Atomic Energy of Canada Limited— 
86 71 15 Head : OFC 56 000 be Rees a SOS SU oe, (vi 71 6 
2,453 2,453 — Chalk River. Nuclear Laboratories.................. 2,373 2,354 19 
555 517 38 Commercial Products: Divisionwiesit) Ae eo . 555 517 38 
776 610 166 Whiteshell Nuclear Research Establishment........ : 682 563 119 
814 674 140 Power Projecte cds si ddaye aes, el a Ua eat 814 674 140 
164 122 42 Temporary—Construction workers, nurses, etc....... 164 122 42 
4,848 4, 447 401 4,665 4,301 364 
Canadian Arsenals Limited— 
Head Oticai aw ti ress: fot WR eRe TR OR ARO O SE, Fe ok 22 23 (1) 
Filling .Division: (2 ..5.«... RGR eet a 384 399 (15) 
Simnall Arms Division). Von Se 363 368 (5) 
769 790 (21) 769 790 (21) 
Canadian Broadcasting Corporation— 
585 563 22 Head Of1Ce..05 01nd aeideu hin ae ae 548 517 31 
5 454 (449) Hapor OES... (henner s, J. ATS, SOR. 2 et 5 274 (269) 
349 385 (36) National Engincerings. 24s... cos wk rind le Seeesls 326 355 (29) 
8,130 8,105 25 Regional Oficéews Jiicseu.) deywent]. vate css 8,001 7,881 120 
106 98 8 Northern and Armed Forces Services............... 102 95 fs 
205 202 3 Interhationsi-Serviee ur. 2.) tee Pawn 200 197 3 
9,380 9,807 (427) 9,182 9,319 (187) 
Canadian Corporation for the 1967 World Exhibition— 
Administrative— 
7 17 (10) Eocpeuhives oft Aone ole 6 ee 7 17 (10) 
51 63 (12) Secretariat. 262.5.040). 20h via teed eee 51 59 (8) 
81 190 (109) Finance and Administration..............00ccce00- 81 177 (96) 
40 327 (287) Installationas sssdiwwiicovers.. adele oe: 40 280 (240) 
_ 85 (85) Exhilitore cy 0s Sete eee ee ee — 75 (75) 
— 134 (134) Public Rélationa: {later ab eens OM vias: he ~~ 110 (110) 
2 164 (162) Operations! .o./: seed 28) 2 Cec . 2 145 (143) 
Operating— 
— 4 (4) Sacrvtariat., aceatiovs. sevens ele. — 4 (4) 
198 474 (276) Finance and Administration...................00:. 198 321 (123) 
12 912 (900) Installations). } Aq <aubhvens LK gabrdetiesc dae. 12 327 (315) 
2 3,193 (3,191) AFTER. ein oaths cedcaitns hoki ho ae ee 2 1,837 (1,835) 
= 907 (907) Lae Bplas i. 00 Pe a ee ors bred Cae — 285 (285) 
7 59 (59) Exhibitorawiviewete.d codetiens vonswlaseal!,. — 35 (35) 
i 279 (279) Public Ralationg.. 2.0254.) 200.2.. cate. 2: — 147 (147) 
393 6, 808 (6, 415) 393 3,819 (3, 426) 
15 — 15 Canadian Dairy Commission.................ccceeeee- 14 _ 14 
16 — 16 Canadian Livestock Feed Board............-.eecee05. 12 ~- 12 
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SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Continued 


Employees authorized Employees on strength 


jo>acssese-essdssssessinensbashsainchsssiiintsieiinesioes 
March March Increase 
1968 1967 (Decrease) 


Name of Department, Crown Corporation 
March March Increase or Other Instrumentality 


1968 1967 (Decrease) 
|e (ar er Gr Re ereee re en 
CROWN CORPORATIONS—Continued 


Canadian National Railways— 


REMME a ikcuirs sn don duiuas doa) Gok seinedecs ccc. 10,923 11,687 (764) 
Road Maintenance. tiie J ilies, ) ude. 12,793 16,089 (3, 296) 
Equipment Maintenance............................. 17,903 19,383 (1, 480) 
SERIO J cgiacneienere SUOH DEL, ORE 35, 434 36,372 (938 ) 
Other: perathons. acc dameens « ea aeRO, 6, 738 8,835 (2,097) 
83,791 92,366 (8,575) 83,791 92,866 (8,575) 
Canadian Overseas Telecommunication Corporation— 
Adininistration,’..".... claw svete Gea oi. 126 123 3 
Slesd Offices Engineering... ..1..2....0vveniell,... 76 66 10 
Traffic Representatives. 6..........000.00eeles....,. 11 12 (1) 
Bin SP Lao ® echoed eee memes et. 498 485 13 
706 686 26 ead 686 26 
22 21 1 Canadian Patents and Development Limited.......... 22 21 1 
Cape Breton Development Corporation— 
Pe re ee er hI AS pee YD 8 -= 8 
Js) wis) UO seein ieee ky paneer 6, 274 — 6,274 
6,282 —_ 6,282 6, 282 — 6,282 
The Coal Division came into being on March 30, 
1968, on expropriation from the Dominion Steel 
and Coal Corporation Limited of four coal mines 
on Cape Breton Island. 
— 475 (475) | Centennial Commission.............................., — 461 (461) 
The Centennial Commission ceased to exist on 
April 1, 1968. The Secretary of State is responsible 
for the winding up of its affairs. 
Central Mortgage and Housing Corporation— 
Bhawarietac. ac otal Kiera eT 2,121 2,080 41 
ho STR TE ye re me 79 43 36 
_ 2,200 2,128 rf 2,200 2,123 77 
77 60 17 Company of Young Canadians.................eccee0.. 77 60 17 
126 126 coe Crown Assets Disposal Corporation.................... 119 113 6 
Defence Construction (1951) Limited— 
nisin. ov es et OR Lal 7. - 89 87 2 
RIT Tee Set LAr te 4) se BEE eS 37 37 — 
PE OGHIORL, fi. 6us'senen SOOO 2ROL O., CbA. Be, | 66 66 -- 
192 190 2 192 190 
36 32 4 Teutorane Aviation Latiited 4 ov. . es doce cs'eddacetesscn. 36 32 4 
Eldorado Mining and Refining Limited— 
Head Office and General Administration............ 33 33 —- 
PARRA, SOURED 5 co Sh dp hx Ce veda ede eo ea Oe bs 694 582 112 
Henning and Bale AreOn i. R02) oA, occ es 169 156 13 
R h and D ] AS oe ge cea 2 See is eas 5 50 52 (2) 
esearch an evelopment... 
946 823 123 946 823 128 
; : 85 77 8 
85 77 8 Export Credits Insurance Corporation........... 
Farm Credit Corporation— 

2 2 — ee ee Ne eee ae ee ae 2 2 r 
17 16 1 Senior Management Officers..............0+e0eeeeee: 16 ‘ 4. 
350 361 (11) Ae arco ce ct ccs ssh bbens wen csunaes fae hes a - 3) 
6 9 (3) PUMRMEE Cerca rece c rece hi scorer ccaneccdiscess : : e 

5 7 2 EL eel ee eee eeensoeeeess 
281 290 ) Supervisory, Clerical and Stenographic.............. 273 = “) 
661 685 (24) 650 
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SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Concluded 


Employees authorized , Employees on strength 
Name of Department, Crown Corporation 
March March | Increase or Other Instrumentality March March Increase 
1968 1967 | (Decrease) 1968 1967 (Decrease) 
CROWN CORPORATIONS—Concluded 
21 21 a The National Battlefields Commission................ 21 21 — 
National Capital Commission— 
56 45 11 Administration and Accounting. Jee... 56 42 14 
63 | 58 5 Planning and: Desien sid «., «acicninnia dt oee emt «oat 59 43 16 
112 101 11 Operations Branch 4.0; a4.k aoe ee ee... ! 108 99 9 
457 467 (10) Prevailing rate (permanent and seasonal)............ 394 434 (40) 
688 671 17 617 618 (1) 
National Harbours Board— 
Head OMG.) isc ais ee ee ee ea oe 82 73 9 
Harbours and Elevators— 
Salaried. 2.24: 4.4 contain 6 ee... . 2 821 850 (29) 
| Prevailing. 1at0x dg icc cers ay pe te ee ee eee 1,061 1,387 (326) 
1,964 | 2,810 (346) 1,964 2,310 (346) 
Northern Canada Power Commission— 
Head Office and Edmonton Office................... 60 59 1 
Field: Locationsesracss.2 iasenedane ld. Ansar gate. | Zot 227 10 
297 286 11 297 286 aT 
66 56 10 Northern Transportation Company Limited........... 66 56 10 
Polymer Corporation Limited and subsidiary com- 
panies— 
1,670 1,696 (26) Pa lATIOR Yess. « cw: 4 aa iece-s aR. MOONE Le esas 1,564 1,618 (54) 
2,437 2,495 (58) Hourly rate 5 nes ee es 2,326 2,386 (60) 
4,107 4,191 (84) 3,890 4, 004 (114) 
The St. Lawrence Seaway Authority— 
Administrative and Engineering..................... 506 477 29 
Onerationsc.ckh ice ware ces © eRe MG rnc oe 788 806 (18) 
Maintenance... sai. ar? iG. ence ae. Ae 414 441 (27) 
1,708 baler (16) 1,708 1,724 (16) 
18 17 1 The Seaway International Bridge Corporation, Ltd.... 18 17 1 
135,998 | 143,698 (7,700) Total) Crown: Cormorations:.... -. onan ee ae 135,286 | 139,743 (4,457) 


OTHER INSTRUMENTALITIES (Notes 1 and 2)— 


1,242 1,201 41 Banish Canada... 2scidce col) bh see 2 eee 1, 242 1,201 41 
98 61 37 The Ganada Councils o.succc uunc auntie eee e . 95 61 34 
548 557 (9) |) The .Canadian Wheat Board...) tee. 548 557 (9) 
7 7 TDG AGUS OOIAN ceo aa hinges eee < 7 _ 
631 623 8 Industrial Development. Batley. « oo:cciad ccc secewacc ees. 631 623 8 
34 ~~ 34 National Arts Centre Corporation..................... 34 “= 34 
2,560 | ; 2,449 111 Total, Other Instrumentalities.................. 2,557 2,449 108 
Total, Departments, Crown Corporations and 
382,674 | 379, 634 3,040 Other Instrumentalitiessc et. oscbor amet. 364,075 | 359,176 4,899 


eee ee a eee 
NOTES: 

(1) The figures appearing in this listing are based on information provided by the various departments, Crown corporations 
and other instrumentalities. They include the numbers of seasonal, part-time and casual employees actually on strength 
at March 31, 1968 and March 31, 1967 which for purposes of comparison have been included in the figures shown for 
“‘Employees authorized’’. 

(2) Where no establishments have been authorized by the executive boards of certain Crown corporations or other in- 


strumentalities, the totals of the actual strength figures have been shown in the ‘‘Employees authorized’”’ columns for 
purposes of comparison. 
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APPENDIX 3 


SUMMARY OF EXPENDITURE BY STANDARD OBJECTS 
FOR THE FISCAL YEAR ENDED MARCH 31, 1968 


(with comparative figures for the preceding fiscal year) 
(in millions of dollars) 


ee 


Increase 
1967-68 1966-67 or 
decrease (—) 

I 
NN ord bay <a pice fait nv dp bhdewnanvocevdercecccec ccs. $ 1,311.1 $ 1,196.3 $ 114.8 
Nees yes peeves shes cose overs dienes. ccc. 25.4 23.3 a | 
Pay and allowances, Defence Forces and Royal Canadian Mounted Police........ 759.6 682.0 77.6 
RR OM POCA PE VICE Roe si oss sn x sgnreuneeuaweecin..... 157.8 140.2 17.6 
eee el Tonrovel Oxpenses. 6... kes ceases Ab ddasevesvek.ce ee, 94.7 84.4 10.3 
MN RCCL UL CIRCA ives top vce ag ees eced eens. 12.0 10.2 3.2 
ER entre res eo 9k nn. ribet ERIS aes Lee. ced ic. ck 8.7 8.0 Py 
Telephones, telegrams and other communication SERVICER Wii rae co fee em es 43.3 41.9 1.4 
Publication of departmental reports and other material.......................... 18.3 16.6 1.7 
Exhibits, advertising, films, broadcasting and displays.......................... 37.2 37.9 — .7 
Office stationery, supplies, equipment and RUpihinges:: Perino Orca. (eye. oo 50.5 41.2 9.3 
NR Re eis. ch bias csc) icin vache, ...,.....)... 204.1 189.7 14.4 
Buildings and works, including land— 

Peuaarmuantimt atrdisition: (\/)....050... ue... A. cls. ed). 372.2 316.3 55.9 

ON COTE, | SME, ooo vee ch oon oee cones... cc, 72.4 74.4 —2.0 

eg cig tp ha eves fae os sa esas cic bnascaccc san. l. 40.2 29.1 11.1 
Equipment— 

a, ee a 370.9 332.9 38.0 

I ee ae bir she oka. ce, 160.0 156.8 3.2 

ee ee ak cee et RE a 10.6 8.6 2.0 
Municipal or public utility services.............0.0ccccccececcceccccee eee. 86.8 81.2 5.6 
Contributions, grants, subsidies, etc., not included elsewhere..................... 1,675.4 1,378.2 196.9 
Pensions, superannuation and other benefits.............................000 0. 326.7 306.6 20.1 
All other expenditure (other than special See ee te ohh kav ol kakw oe WN Hom Get 257.6 218.3 | 39.3 
I NO oes bobo au. dd dedoeh es datmoncechc..c.., 1,300.8 1,190.5 110.3 
Subsidies and special payments to the PINS pra geeky oak ooh cae bate 737.5 515.5 222.0 
Family allowances, youth allowances and family assistance payments............ 612.4 606.9 5.5 
Old age assistance, blind persons and disabled persons allowances, unemployment 

assistance and Canada Assistance Plan...........0.0.cececcccecccccccececen. 250.0 191.9 58.1 
meterans’ disability pensions, etc.............0000cc cece scceecccccunccccccen.c cn, 205.6 195.9 9.7 
Other payments to veterans and SGM neee 2 gate eno, oa ode Node a lx hoe 114.7 173 —2.5 
Government’s contribution to the Unemployment Insurance Fund............... 69.5 68.8 7 
Hospital insurance, health resources and general health grants. ............s0000- 547.3 447.2 100.1 
Trans-Canada Highway contributions..........06. cece ceecceeccceccccccccccnn.. 64.7 81.0 —16.3 
Movement of mail by land, air and water..........00--000c000-0-02-2..2........ 86.6 78.5 8.1 
Deficits—government-owned Se ROM tr, obi hy ae hens. anche xe Seal wae 4 a 67.1 43.9 23.2 

10,051.4 8,911.4 1,140.0 

Memes Sexmenditure recovered..........-<<.+.<sccccccccccccoescecceccsaceecceccc. 180.0 131.7 48.3 
EE SE $ 9,871.4 $ 8,779.7 $ 1,091.7 


iG Re as. 
| ; fl \ oe a in La 7 = 
7 vet aay ail opi bad eee 
Ty TIT Ts ROE Se her “a 
b 


= 7 “ hea = °# “26 9 eee o’és fae aera 


pe a err colt alo anal are Die waar Hire 


j » as — » « ait hesetAar i= viee@e pp 

1e sh ad th oad ih hers ria ar Lai 
ian a . tepes hice ee) BA 
‘ yor {rpa 

ivvee. e eeipelaiotel 


% oa a) THe pete = 74 Qa fe 
© 
a! I Pin 4 
* * ’ eal aie 
‘ 
‘ 
4 
es j-- ‘emee sites 46!) (6 0§ o@e Sesey te -Veewas 
{94 
® _> * 
‘ *; U 2 4s 


. : ie ' Peay, n 
ft : . Otfravts bebylbal dg (lite 20 vel ave 
eB : , Niahed yale re eottas 

: . . (@oitegellns Leromge aed) adios g 

‘ . ony) qashinade Cab san dd 47S € 

wera orig otf if Bases ig avy 

Lua noe “irne\ had esa i, a BAS 


weed ie ule aoe LAAT toe Sacetie be 
i val’! aback aleauth beale 
i : : i 4. Afutaay Cu 
a Py ainnbiien Aly lone eauegetov OF wl 
by WE jee Indi yalgcieRts am ui SOUL oi 


owt Mew Leroi Dad see ees A yhata’ * 
, are ‘es! rs ¥ fa: 
wuiaw Lan oe hand el 


‘ = oni ity iad > fygeretn de 


is 


EXHIBITS 
(as published in the Public Accounts) 


Statement of Expenditure and Revenue for the fiscal year ended March 31, 1968 
(with comparative figures for the preceding fiscal year)................ 


Statement of Assets and Liabilities as at March 31, 1968 (with comparative 
tee mre ATO G Ny LOGT) 5:2 soccer g wearin ok Ewa es vaoiaoun,. 


Summary of Appropriations, Expenditures and Unexpended Balances by 
Departments for the fiscal year ended March Sl eUthaie os Veale Wie, ae 


Summary of Revenue by Main Classifications and Departments for the fiscal 
Parmer mpegs LOGS 10. ey... . dined bs eo a ve a vec cuceue suse. 


Exhibit 1 


Exhibit 2 


Exhibit 3 


Exhibit 4 
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THE GOVERNMENT 
STATEMENT OF EXPENDITURE AND REVENUE FOR 
(with comparative figures for 
EXPENDITURE 
Fiscal year ended 
March 31, 1968 March 31, 1967 
A SrICOHURS:, 5 noc eis ain v o'9 5 goles aw'einedihaeimina wantin Maing Sem ale Gye ite eee ee One reeaae $ 277,066, 204 $ 230,657,096 
Atoriia Bneray .soshs «05 55 ean ab Coma ine cay ee re ew eee eo ree anti eas aei eearen 69,301,717 60, 228, 082 
Anditor Goneral’a Offices sc occ 0 ioide 0c ae bocce naleinrn de Be has ap Cin tp cee mccain eS 2, 268, 666 2,058, 677 
Board of Broadesast Governors. ss ads as cess eee sa ue ce seo ariel a enone elements Sew elm ete rae 1,033,551 601, 814 
Canadian Broadcasting Corporation .ccccs ca 02d View os tne cater bree ie he eieeines eee ene eareae 148, 283,051 115, 243,073 
Central Morigace aud Housing Corporation :..< i. 42 t.cee ine nanos oo ene yes eee ee see 23,131, 106 20,122,952 
Chisel Bleetoral Ofeer ...c.5 sec <x a viewd’e Se nce 5 otert renin © ee Na eres Pm hacen tena eae ede 765, 357 919,041 
Connumer and Corporate Alfalrs... % scise sans wae eae wn oe eee ee eee octets een sega 7,594,713 5, 529,033 
Blefence Prod Wty ices cack sh ela cess “atv: wcass able, wrellg ales aee See uate a oon ORES Clete aCe RST RnCe aac 35,499, 257 34, 182,715 
Domiston: Bureau of Statistics jini dened 2k 30 GR oleae c yw one patie ala Mime crete yeas 22,474, 762 26, 635,421 
Bnergy, Mines and Resources: .. . ssisaris cicls sis ais y we dw v aly medpeeteisa eluates ihe ols « een te 138, 113, 503 130, 188, 364 
Probarned Atfaire. | .os acces cc ca dunes vee ness oh oka oo 2 Re bE ae eet ee 215, 748, 898 230, 474, 187 
Finance— 
Public debt charges... ....... 5 Ee Pees ee A lee: faa he ee ee ee es 1,300, 748,995 1,190, 523, 254 
Fiscal, tax-sharing, subsidies and other payments to provinces...........ceeceeeceecees 737,510, 554 515, 522, 814 
COCHISE Cw OIC UENO oasis 5-2 peatctdis “cate, wt cues ove le Nene asia Stee a ote eae ee ee 110,575,776 129, 985, 187 
2,148, 835, 325 1,836,031, 255 
Pisttarieg 598. occa vie ies oe cade esting oan 4 day dienes Aaa miesete ae ne) eee ah oti Se eee 51, 740, 982 41,471,351 
Porewy ano: Rural’ Development... ce Oar ae tee en cea cee Commies Sra aces teeie ame eee cee 81,062, 602 66. 490, 503 
Governor General and Lieutenant-Governors........ Fs Sin) ata ainave 4Gethetbrebeleud ne eee Come ne 959, 867 774, 003 
Indian Afiairs and Northern Development :eseyu es. ch BS sabe Balls do, scale RE oe 231,436, 114 197,415,383 
Thi yo voices ec Vee PEt BU Ree ee 6 PE LG hog EEE eRe AOE Lee EN PROM Tic TOT PO Oe AT ee 118,198,390 78,519,018 
oT OM a ae ee Pk ee ee eae dy ee ee errr res 2 Wek a 1,904,188 1, 652, 187 
PARED Cs aig 5% a. on or BFA sa a a eden Wes Mtn OI oe PSHE Eee Te Gin elie OK Oe arora eae ao ee 15,354,385 12,175, 037 
| eh pe ae Se eS re 2 Oe Oe Ee TN et er ee tary Pay Aen I! ON Lek oeate 10,879, 841 24,911,054 
Legielntiony .. .: peal stan bell ote « ica be tactic baat. Mees coe eee oe 18,305, 865 17,835, 638 
Manpower and Lawviteratron: (on ec asars vs coats oot teeis et ay Rik rele a ete ee ones cen cee re 421,593,934 320,416, 247 
National Defence— 
DGANOG. “BOLRIGES on os cs 8 GNSie Rie wks bikin ee ew where eee a ees Ee 1, 527, 867, 125 1,485, 115,001 
LIGECHOG TOMBATON sic: Gores dv akicy gu ws omit ese dd & PAT ek Cae eee 50, 458, 382 44, 202,185 
Other expentitwre: O24 302) BIRO ae. SLs. Se ean Cee: 175, 156, 881 161,060,372 
1,753, 482, 888 1,640, 377, 568 
PisGuomal Pils BOges... os i oo sioheren Oh wwiske wie ole ah nade ALLS k elte U ROR oe ne eas a e 9,920,211 8,016, 817 
National: trallery (ol Wanada cys acues da < 2 wae alen eddie anion ae eee 2,949,577 1,872,361 
National Health and Welfare— 
Pataly allgwameess «5.01 s0cock cae nis oda ale cop ee skeen bor whee Te eee 558, 774, 458 555, 794, 947 
Oiler ex penning oe. v.55 a dyenls 6s 4 cuuiiae geek wate se een ae ee ee eee 929, 520, 668 760, 147, 505 
1,488, 295,126 1,315,942, 452 
National Research Council, abies ee the Medical Research Council.................ec00: 121, 748, 623 94 648,779 
National Revenue.. Vea heen dpa eadettic ew le os ete a eee 115, 058, 155 105, 868, 118 
Post Office. . 301, 845, 593 268, 493, 659 
Privy Council... .. Cas 12,483,776 7,897, 880 
Public Archives and National Library. Cee 3,592, 229 2,663,017 
Public Printing and Stationery.. ; 4,874, 166 4,020,598 
Public Service Commission. . eee 13,390, 368 10, 848, 505 
Public Service Staff Relations Board... ... 982, 686 » 434 
Public Works. . rer 308, 599, 166 294, 372, 635 
Secretary of State... 189, 882,484 133, 847, 296 
Solicitor General. . Re 153.459. 858 144, 275, 859 
Trade and Commerce. 81,383, 082 73,509, 965 
Transport.. 606, 933, 126 568, 178, 226 
Treasury Board . eT rete 158, 573,075 153, 358, 110 
Unemployment Insurance Commission.. Seber iate Sie Boke 107, 150, 238 106, 107, 051 
Veterans Affairs— 
Pensions. 205, 598, 530 195, 910, 381 
Other expenditure. . 195, 216, 382 194, 910, 164 
400,814,912 390, 820, 546 
Total saben Ns 5 .. 9,871,364, 117 8,779, 680, 996 
Budgetary deficit....... | 794,774,669 —421,502,613 
9,076, 589, 448 8,358, 178, 383 


H. R. BALLS, 
Comptroller of the Treasury. 


R. B. BRYCE, 


Deputy Minister of Finance. 


(This Statement is to be found on pages 7.2 and 7.3 of the Public Accounts, Volume I) 
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EXHIBIT 1 
OF CANADA 


THE FISCAL YEAR ENDED MARCH 31, 1968 
the preceding fiscal year) 


REVENUE 
Fiscal year ended 
March 31, 1968 March 31, 1967 


_—_—_—— 


Tax revenues— 
Income tax— 


Personal ......... ssecccesse.@ 2,849,573,890 § 2,473, 820,311 


Corporation®,...., 


; vec Morlecadkcime NO oe en ee 1,670,589, 109 1,593, 224, 756 
On dividends, interest, etc., going abroad....... ited, she Ob hoc cick x oe Ee ee 0 ae 220,472,054 203, 621/403 
Excise taxes— 
men: ee tee siaisla'sis'se ee ve ceaw consum esse ves 1,000,008 001 1,513, 565,998 
EES ae ee En ee en a Wee iss dire 337,048, 159 315, 580, 981 
Customs import duties.......... meg SS, oe ee 746, 437,351 777, 585, 703 
NNR CIE ee Gh cy 25 as we kets cn cs, 488, 554, 309 460, 980,029 
Ne ics inks peneve eal RS ee Whee wit c/o 36 ee ME 102,192,358 101, 105, 631 
DEEOOUSNOOUB rast 8 eon sidus odwa kw xc 302, 582 169, 989 
8,016, 262, 448 7,489,654, 801 


Non-tax revenues— 


Return on investments................... 
Post Office—net postal revenue...... 


612, 274, 956 


519, 140, 346 


Sa Maie laa Ko ile olny tie) 0:5) 6y8ius soya aya yhyisei oli src) aes ee. 281,645, 632 253, 342,482 
rolands of previous yenrs’ expenditure! 02.5050... cece est dccc tose e heen ee 21, 655, 833 17,196, 633 
oo orsgsccninw dn snscitinv cuacac ce ., SL CM MUR. 58,914, 544 48,813, 292 
ONTO og cise ci EMMI sas na dudors ieee cc cdtht OTRO Gb 18, 530, 640 20, 954, 188 
eee wramer uneanee and pormiitay wir: .. 601, ie ciesoil.e) GL... sac sc cece, 41,610, 501 38, 754, 392 
es ee cial dienicniamguan tied LAM OR ORO GERNOT, S. 10, 672,046 5,430,009 
Premium, discount and exchange...................... PO a RT rT ere Sees 242,572 
ee ee metre, BGT WELL SABRE. no BUA elas, tN ie, 15,022, 853 14, 649, 668 


1,060, 827, 005 918, 528, 582 


Excluding tax credited to: 
1967-68 1966-67 


Old age security fund— 
Personal income tax.............. $ 800, 100, 000 $ 576,600,000 
Corporation income tax........... 150,000,000 149, 500,000 
uesa tat mee eee tee. 544, 516,014 559, 515,045 


POG) res fas, 0... 2 Ga'sy Kis Gd 3 .... 9,076,589, 448 8, 358, 178, 383 


. . . oe eee RPO CO Ch Oh 0H 08 OH CK KE HOD 6H Oe OE DE OO 


Auditor General’s Certificate 


i i i isi i i inistration Act. I have 

The above Statement has been examined in accordance with the provisions of the Financial Adminis 
obtained all the information and explanations I have required and, subject to the comments in my report to a mag Be! 
ommons, I certify that the Statement is in agreement with the accounts maintained by the peaansss rr ane Vo 
that, in my opinion, it exhibits a correct view of the expenditure and revenue of Canada for the year ended Marc : 


A. M. HENDERSON, 
Auditor General. 
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10. 
11. 


12. 
13. 


14. 


ASSETS 


March 31, 1968 


. Current assets— 


(e) Cash, e¢hedule A, page 9. F.6...serttewrtrs wae Netra Saale 
(b) Departmental working capital advances, schedule B, page 9.. 
(c) Securities held for the securities investment account at amor- 

GOR OGRE, Hiss patel as oe aan ena eee eee 
(d) Other current assets, schedule C, page 10.................2.- 


2 Earn DL me IPIENIOU, cic. 5 cc is cua ee en ee Re 


. Advances to the exchange fund account—(value of investments 


from advances on basis of official parity rates: March 31, 1968 
$2,063,040,896; March 31, 1967, $2,384,728,896)................ 


. Investments in United States dollar securities issued by other 


than the Government of Canada, schedule D, page 11...... 


. Canada pension plan investment fund, schedule HE, page 11....... 


. Investments held for retirement of unmatured debt............. 


Recovery likely to require parliamentary appropriations. ... 


. Loans to national governments, schedule G, page 13............. 


. Other loans and investments, schedule H, page 14— 


(a) Subscriptions to capital of, and working capital advances and 
loans to, international organizations.................eee- 


(b) Loans to provincial governments.............cecccccccccceees 


(c) Municipal development and loan board advances (less reserve 
for forgiveness of indebtedness)...............-cceeeeees 
(d) Veterans land act fund (less reserve for conditional benefits). 
tit) | RLM Se 18 Sir cele te) Ay o's ely ah le eae 
Recovery likely to require parliamentary appropriations. 


Securities held in trust, schedule I, page 18................00000- 
Deferred charges— 
(a2) Unamortized portions of actuarial deficiencies— 
Canadian forces superannuation account 
Public service superannuation account 
Royal Canadian Mounted Police superannuation account 
(b) ie eatery loan flotation costs, appendix No. 7, Section 9, 
page 


6S 8) OF ew NO ee 66 6 Ow, 


+= 6 608 6m w © 8 ecules ne ee 


oS yO ee ee sae ee eee 6 we eee Bis im. © ie) ace wy. Me! ole (elie ke, oie leva (en ar aaa eS! 


Capital assets 


SS ER BO Oe See eee eee ee A Se eee OTe we aie ere aa Set enare a wee te 


Inactive loans and investments, schedule J , page 18 


Oval PERO Reb ho oie -xs ccducorodalyaeee bok oes 


14 6.6 Oe OD a we ee Bie we © 


ESA L466. 6 CSRS SSE eS SO Sue ele eel hee Oe See 8 8 


assets, schedule K, page 19 


BESO O 6 © CF OMe ee ee We kle en we a ee wwe 


$ 1,260, 654,098 


186, 540, 216 


44,354,537 
39, 121, 940 
1,530,670, 791 


2, 136, 260 


2,033,312, 000 


122,616, 661 
1, 280, 788, 000 
8,140,398 
7,618, 793, 554 
316, 817,110 
7,935,610, 664 
1, 206, 083, 565 


969, 646, 296 


... 187,748,488 


279, 673,531 
382,949, 441 
121, 269, 244 
3,869, 256 
1,945,156, 206 


59, 535, 445 


187,617,200 
150,319, 800 
15,816,000 


138, 201,555 
491,954,555 


1 
94,824,381 


16,710, 828, 927 


— 546, 384, 065 


16, 164, 444, 862 


- Net debt, represented by excess of liabilities over net recorded 
16,759, 725, 147 


32, 924,170,009 
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THE GOVERNMENT 


STATEMENT OF ASSETS AND 


(with comparative figures 


March 31, 1967 


$ 1,009, 249,467 
157,794, 702 


197, 689,061 
29, 232, 481 
1,393, 965,711 


2,136, 260 


2,355,000, 000 


180, 029, 353 
615, 521,000 
3,151,500 

6, 460, 733, 930 
267, 930, 855 
6,728, 664, 785 
1, 201,581,177 


952, 187, 667 
123, 515,007 


231, 233,935 
311, 408, 833 
91,556,780 
4,095,991 
1,718,998, 213 


50, 852, 748 


260, 223, 200 
189, 453, 200 
10, 956, 800 


121, 212,572 
681,845,772 


1 

94,824,381 

14, 921,570,901 
— 546, 384,065 
14, 375, 186, 836 


15, 964, 950,478 


30,340, 137,314 


The notes appearing on page 6 are an integral part of this Statement of Assets and Liabilities. 


H. R. BALLS, 
Comptroller of the Treasury. 


R. B. BRYCE, 


Net increase 
or decrease (—) 
during 1967-68 


$ 251,404,631 
28,745,514 


—153, 334, 524 
9,889,459 
136,705,080 


—321, 688, 000 


—57,412, 692 
665, 267, 000 
4,988, 898 


1,158,059, 624 
48, 886, 255 
1,206,945, 879 


4,502, 388 


17,458, 629 
64, 233,431 


48,439, 596 
71,540, 608 
29,712,464 
— 226,735 
231,157,993 


8, 682, 697 


—72, 606, 000 
—39, 133, 400 
4,859, 200 


16, 988, 983 
— 89,891,217 


1,789, 258, 026 


1,789, 258,026 


794,774, 669 


2,584,032, 695 | 


Deputy Minister of Finance. 


(This Statement and the schedules and pages referred to therein are to be found in the Public 
Accounts, Volume I, Section 7, except where otherwise indicated) 


AUDITOR GENERAL’S REPORT, 1967-68 


OF CANADA 


LIABILITIES AS AT MARCH 31, 1968 
as at March 31, 1967) 


LIABILITIES 


March 31, 1968 


16. Current and demand liabilities, schedule L, page 19— 

(a) Outstanding treasury cheques............. 00. cc eeecccccceee, 427,400, 654 

(b) Accounts payable (that portion paid in April of the next follow- 
ing Scal Year)... ......0... 2s ee eseeeeeeee ey ape a 5 eee 520, 196, 369 

(c) Non-interest-bearing notes payable to the international mone- 
tary fund and other international organizations. ............ 816, 729,712 
(2) Matured debt outstanding... 0.0.6... cece cecccceecne lee, 25, 969, 247 
e) Interest due and outstanding................................ 161, 569,528 
oe OB sei. 8 ee Be ee 315, 282,741 
P tem OCG EURDUINACG ls ds peed oh eon «des oda. 43,479,142 
2,810,627, 393 
17. Deposit and trust accounts, schedule M, page 21................. 440,885,029 
18. Annuity, insurance and pension accounts, schedule N » page 25.... 9,052,968, 054 

19. Undisbursed balances of appropriations to special accounts, 

Co iio CEST heeds loli Sa ES SS A Riana 124, 818, 768 
BePmEPERINCB IG GOLDOTALION TAX... ooo. ook oe cee cece ec coecccenae 235, 268, 700 
21. Provision for estimated premium on redemption of bonds, 

cle es ge Pn Ee ON Ce ee a ed Re eens 26,041, 259 
22. Deferred credits, schedule Q, page 26............cccccccceeseee. 149, 861, 259 
23. Suspense accounts, schedule R, page 27................0-0-5-05.. 3, 824,513 
24. Unmatured debt, schedule 8, page 28— 


18,099, 875, 034 
2,480,000, 000 
20, 879, 875, 084 


Pee? 2 2 ies Sie it Ss Se & DD 8 010. F 9) 6) 010. 4 le « CRIS OFS 6 0 6 Oe bk ed 


i} Bonds 
i oka ais by Gab APE o ord ox 6d sd vw ne Mada 


Norte: 

The indirect or contingent liabilities of the Government of 
Canada, consisting of railway securities guaranteed as to principal 
and interest $1,197,180,986; other guarantees of $8,302,731,169; to- 
gether with certain indeterminate guarantees, are listed on page 88 


1 ES SE ET MT ENE Oe ROE Oe EE 32, 924,170,009 


Auditor General’s Certificate 


March 31, 1967 


$ 382,624,889 
454,510,346 

366, 378, 362 
30,670,121 
111,271,485 

286, 250, 208 
40,396, 425 
1,672,101, 836 
347,314, 229 


7,915, 921,717 


101, 517, 632 
196, 157,131 


19, 993, 056 
142, 827,514 
4,098,170 

17, 630, 206, 029 


2,310,000, 000 
19,940, 206, 029 


30,340, 137,314 


293 


EXHIBIT 2 


Net increase 
or decrease (—) 
during 1967-68 


$ 44,775,765 
65, 686,023 
450,351,350 

—4, 700,874 

50, 298, 043 
29,032, 533 
3,082,717 

638, 525,557 

93, 570, 800 


1, 137, 046, 337 


23,301, 136 
39,111, 569 


6,048, 203 
7,033,745 
— 273, 657 
469, 669, 005 


170,000,000 
639,669,005 


2, 584,032, 695 


. : . iat i i ini ion Act. I have 
The above Statement has been examined in accordance with the provisions of the Financial Administration : 
obtained all the information and explanations I have required and, subject to the comments in my report to the —. yen 
mons, I certify that the Statement is in agreement with the accounts maintained by the Department of Finance an at, in 
My opinion, it exhibits a correct view of the financial position of Canada as at March 31, 1968. 


A. M. HENDERSON, 
Auditor General. 
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EXHIBIT 3 


SUMMARY OF APPROPRIATIONS, EXPENDITURES AND UNEXPENDED BALANCES 
BY DEPARTMENTS FOR THE FISCAL YEAR ENDED MARCH 31, 1968 


Unexpended Balances 
Section wee : 2 
(Volume Department Appropriations | Expenditures Carried 
II) Lapsed forward 
| $ $ $ $ 
Amriodl ture 2iesse-es oh: oa es Rae eee ok Sree 281, 156, 870 277,066, 204 4,090, 666 
; pees TEOtY Jo os cf ooo vats Pee Dee eta ee eee 69, 307, 400 69,301,717 5, 683 
3 Auditor General's: Ofice:.... sis0 sauce beac ee oe 2,269,000 2,268, 666 334 
4 Board. of Broadcast Govemora ius was seen seen ec 1.300, 800 1,033, 551 267 , 249 
5 Canadian Broadcasting Corporation................. 143 , 960, 000 148, 283,051 676, 949 
6 Central Mortgage and Housing Corporation......... 27,024,570 23,131,106 3,893, 464 
7 Chief THlectoralOiiter. ....isek yates. cso wana mes 756, 984 755,357 1,627 
8 Consumer and Corporate Affairs.........0.ceecceess 7,856, 879 7,594, 713 262, 166 
9 Defenee Production, .st6s snc ace a ee oe eee 40, 367, 094 35,499, 257 4,867,837 
10 Dominion Bureau.of Statistics... iss sanws scenes ess. 23, 780, 900 22,474, 762 1,306, 138 
11 Energy, Mines and Resources............ccceccseees 154,030,901 138,113,503 | 15,917,398 
12 BAXtOrnalvATLaIts 246 2% 5 cces cece eee bares wivie sa Rs @) 221,185,571 215, 748, 898 3,037,884 | 2,398,789 
13 Puianeeo. Dont. b gases tine via hie tienes Eeeeeeeela See eel (3) 2,154, 763, 619 2,148, 835, 325 935,780 | 4,992,514 
14 PUSH OTIGR 6d since Be a ete Pate < ie aie en On iene a 52,902,742 51, 740, 982 1,161, 760 
15 Forestry and Rural Development................... 83, 791, 625 | 81,062, 602 2,729,023 
16 Governor General and Lieutenant-Governors........ 986, 103 959, 867 26, 236 
17 Indian Affairs and Northern Development.......... 241,625, 645 231,436, 114 6,482,473 | 3,707,058 
18 ING GStty vse ween c ten es neamee tte Eh sae eee 131, 868, 253 118,198,390 | 13,669,863 
19 POSTADO Ne cast oc Saks as 5 vce arcs a eae 1,907,364 1,904, 188 3,176 
20 JUBLICO Ake Nail ak sol) 4 tins woman: 15,773,368 15,354, 385 418,983 
21 BORER Fee orchestra ale oko sh Pee nT eae ee ee Se 12,794,579 10,879, 841 1,914,738 
22 Legisla tipi: ceieh By eragcce Gees Bae ie ete ths 18,507,495 18,305, 865 201,630 
23 Mannower and Tmmipration. <2 ...c05 c+ scess vas vena (4) 469,963,404 421,593,934 | 24,355,934 | 24,013,536 
24 Natrona l Detence: . . soa. eee eee sc os le aoe 1,758,327, 208 1,753, 482, 388 4,844,820 
25 National Film Board............... Oe a ey or 9,324, 500 9,323, 2h 1, 289 
26 Nations! Callerviot Canada... .. +5 snusss <easeee oe 2,953,000 2,949,577 3,423 
27 National Health and Welfare.................ceies: 1,497, 257,115 1,488, 295, 126 8,961, 989 
28 National Research Council, including the Medical 
Resenrols (sun shi, cde tee eee tcc ee 122,380,000 121, 748, 623 631,377 
29 PV AMIOUE ER COHUDS Macrae can Sate «cress dats are eg ee eoeh iat 118, 755, 588 115, 058, 155 3, 697,433 
30 Py CAG ote ak aie i tele es toca pis dope eee 306, 741, 839 301, 845, 593 4,896, 246 
31 PAV Y COON 4 eee ities sass 4 Sk eee Go 13, 242,737 12,483,776 758,961 
32 Public Archives and National Library.............. 3,655,000 3,592,229 62,771 
33 Public Printing and Stationery.............-.cceses. 4,910, 574 4,874, 166 36,408 
34 | Public Service Commission... . ..dcseceuscuce ee 14,908,101 13, 390, 368 15517, 733 
35 | Public Service Staff Relations Board............... 1,083,000 982,686 100,314 
36 | PRECIO OW ices eb td «Sey orl ee 321, 617,010 308,599,166 | 13,017,844 
37 eerobhary OS tates: B28. ope nde cenr: cal haece caters (6) 195,043, 626 189, 882, 484 5,161, 142 
38 PULNCLODE CRONOT A) arc en oF ek Loe tee 161, 542,359 153, 459, 858 8,082,501 
39 LR PROC aL COMIN eres ae. cas cata at sure ee 94,759,805 81, 383,082 1,025,959 | 12,350, 764 
40 SR PTA EROET 256 Io ig 5 Gia ea Uh oe io fh ilk i) alta a 622, 639,497 606,933,126 | 14,978, 237 728,134 
4] ESORSUE DORE Chie tea ees sk eee ie 173, 841,519 158,573,075 15, 268, 444 
42 Unemployment Insurance Commission.............. 111,971,544 107, 150, 238 4,821,306 
43 Webarang. A tiatre gsc 1 ct tis oa a Pee eee 416,419, 804 400,814,912 | 15,604,892 


(10, 109, 254, 992 9,871,364,117 | 189,700,080 | 48,190,795 


a ® Available for expenditure in subsequent fiscal years: Department of External Affairs vote 35, $2,398,789, Department of 
Finance vote 46c, $3,919,419 and vote 50, $1,073,095, Department of Indian Affairs and Northern Development vote 30, $3,707,058, 
Department of Manpower and Immigration vote 6b, $21,013,536 and vote 10, $3,000,000, Department of Trade and Commerce 
vote 35¢, $12,350,764, and Department of Transport vote 95a, $23,138 and vote 100a, $704,996. 

® Includes $4,005,222 carried forward from vote 35, Department of External Affairs 1966-67 estimates. 

) Includes $3,124,311 carried forward from vote 50b, Department of Finance 1966-67 estimates. 

“ Includes $44,030,799 carried forward from vote 6c, Department of Manpower and Immigration 1966-67 estimates. 
©) Includes $1,321,000 carried forward from vote 27a, Department of the Secretary of State 1966-67 estimates. 

_ In addition, parts of appropriations in the amount of $163,248 in respect of the Department of Agriculture and expenditures 
in a similar amount were transferred to ‘other loans and investments’’. 

H. R. BALLS, 


Comptroller of the Treasury. 
Auditor General’s Certificate 


The accounts relating to the expenditures as set forth in the above Statement have been examined under my direction and 


subject to the comments in my report to the House of Commons, I certify that, in my opinion, the Statement gives a correct _ 


Summary for the year ended March 31, 1968. 


A. M. HENDERSON, 
Auditor General. 


(This Summary is to be found on page 8.2 of the Public Accounts, Volume I, and the sections 
referred to therein are those in the Public Accounts, Volume II) 
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